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*' The middle age$ were in a sense compelled to discover anew, or at least io 
develop anew, the varied economic methods which were most in use among the 
Greeks and Romans, and of which only some flickers survived Those who believe 
that capitai, interest and credit are ephemeral economic incidents, are answered 
hy the absolute sameness of the financial methods of the Greeks and Romans and 
those of the contemporary world, as well as the similar resemblance of the Chine^e- 
methods to our own, 

** By the two laws of the specialization of functions, then the generalization 
and organization of operations, all this marvellous industry of banking has blos- 
somed from the humble office of the money changer where it had its birth,** — Prof, 
Faxtl Lerot-Bbaulibu, Traits d*economie politique, III, pp.424, 428. 

'* The issue of bank notes only partially covered by the metallic reserve was a 
most important step in the development of modem credit, but it was only one of 
several stages in the progress towards a more refined system of banking. Among 
merchants the advantages of deposit banking and of the transfer of credits by 
book accounts were understood long before the bank note was developed, Jt has, 
however, been the mission of the bank note to introduce deposit banking where it 
could not otherwise obtain a footing, to obtain the use of capital for the commun- . 
ity, without the direct and conscious action of the lender, and to provide a conven- 
ient substitute for metallic money. Which of these functions of the bank note is 
most important in any country can be determined only by a knowledge of the 
banking conditions which exist there "—Charles A. Conant, ** The Evolution of 
Modern Banking/' Political Science Quarterly, December, 1899. 
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THE BEGINNINGS OF BANKING. 

Traces of banking enterprise are found among the earliest of the great trading 
peoples as an inevitable evolution of the needs of commerce. Differences in coin- 
age and the narrow limits of early commercial stat€(smade the function of the money 
chknger one of the first forms of this banking activity. Then came the mech- 
anism of credit and of bills of exchange, which was so well developed in Assyria. 
The Athenians and Romans appear to have been in some respects less advanced in 
their mechanism of credit than the Eastern peoples, but their records are more com- 
plete. The first of the Greek bankers referred to in history is Philostephanos, who 
liad the honor of receiving into his custody at Korinth a deposit of 70 talents from 
the hands of ThemistoMes. The bankers of Athens were among the most powerful 
in Greece and the son of the banker Pasion was able to boast that he could borrow 
where he would, at Lampsakos, at Phases, at Tenedos, or elsewhere, because he was 
the son of Pasion. The first Athenian bankers, however, were not citizens, but the 
f reedmen of Corinthian and Ionian bankers who had shown skill and acquired wealth 
at Athens as the agents of their employers. They were known as trapezetai and 
transferred money by order. Wealth did not throw down social baiTiers for them 
xmtil evidence of their patriotism was afforded by loans at low rates to the state in 
the hour of need. The banking business was mingled vrith large speculations in 
foreign trade and confused vrith the function of merchants, until the growth of 
-wealth and subdivision of industries gradually erected it into a distinctive profes- 
sion.* Many of the stronger Athenian bankers attained a high degree of prosperity 
and their houses endured several generations. Archestratos transferred his bank 
to Pasion, his agent and freedman, and Pasion in his tui-n b^ueathed it to Phormion, 
also his freedman. 

The first form of banking was the exchange of foreign monies for domestic 
monies and the return of the foreign monies to the country of origin. The narrow 
limits of the Greek and Italian states made the function of the money changer abso- 
lutely essential in international trade, and must have afforded large opportunies for 
profit. There were many prejudices against making trade too easy by a uniform 
standard, and the money of domestic use was often different from that of foreign 
commerce.* The function of coinage had become an attribute of the state when 
Athens was at the head of the Athenian Confederacy. Philip of Macedon was 
alone among Greek rulers in granting it to the single city. It is a high tribute to 
the Greek character that none of the tyrants who ruled over Syracuse and other 
Greek cities in violation of democratic traditions dared to assume the regal privilege 
oi^ issuing individual coins, as was constantly done by the kings of the Asiatic 
countries and of the Northern barbarians.' 

DEVELOPMENT OF BANKING AT ROME. 
The Greeks taught banking to Rome, and the first names for bankers there were 
of Greek origin. The banking business at Rome was at first largely in the hands of 
foreigners and freedmen, but certain branches of finance were in the hands of native 
Romans. It was the usurious rates of interest exacted by the patricians in their bus- 
ness relations with the plebeians rather than any acts of the regular bankers which 
promoted the secession of the plebs to the Sacred Mount in 494 and to the Janiculum 
in 278 B.C.* These patrician money lenders were not the bankers of the Roman com- 
munity. The latter were generally called argentarii and seem to have had a recog- 
nized ofl&cial standing, different from that of the usurers who are the subject of 
many jibes in Latin literature. The argentarii were charged with the organization 
of the coinage by Marius Gratidianus in the first century, B. C, and the work was 
so well done that statues were raised to the praetor who had taken the initiative in 
such a beneficial reform and almost divine honors were rendered to these statues. 

1 Cruchon, Lea b&nques danaV antiquity, p. 22. 

* Vide Favre, La. genese de V argent. In Revue d'ScoDomie politique, April, 1899, XIII, 358. 

» LeDormant, La monnaie dans rantiquit4, II, p. 6. * Cruchon, p. 40. 
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Sylla overturned the statues and put in circulation the filled money of base 
metal which was one of the devices of early times.* The booths of the banters in 
the Forum were so conspicuous that when in 309 B. C, the bucklers of the Samnites 
were brought home by the victorious Roman armies, they were ordered to be dis- 
played with their incrustations of gold and silver above these booths in order that the 
people might view their splendor.' In spite of these honors, however, it was not a 
source of pride in Roman patrician society to be descended from the argentarii. 
Marc Anthony made it a subject of derision that Augustus counted an argentarius 
Among his paternal ancestors and that even on his mother's side an argent aritis was 
liis grandfather.* 

The concentration at Rome of the control of the politics and business of the 
"world gradually extended the scope of Roman banking, sub-divided the business, 
-and resulted in the creation of a complete body of jurispimdence, which was 
finally embodied in the Institutes of Justinian. The argentarii were first money 
•changers, then receivers of deposits, then lenders at interest both of their own 
money and that entrusted to them, and purchasers of bills of exchange. Deposits 
were utilized as the basis of transfers by paper credit, and loans were made by these 
instruments vrithout the direct vrithdrawal of cash from the hands of the bankers. 
Capitalists came to make their deposits with the argen arii, subject to vrithdrawal 
on demand and received low rates of interest. The first mention of the argentarii 
is in Livy, about 350 B. C, but the later Roman plays are full of references to 
their methods. Peracribere or rescribere was to give a check on one's account or 
transfer credit from one account to another. Thus Demipho says, in the Phormio 
of Terence, **But Phormio, pray go over to the Forum and order that money be 
put to my account."* These transfer orders lacked the character of modem checks 
in not being transferable to order, but the principle of compensation, by setting off 
one debt against another between the same persons, was generally recognized by 
Roman bankers. 

The argentarii were the legitimate bankers of Rome, although largely of 
Oreek and plebeian origin. The native Romans, however, did not disdain the 
opportunities for profit afforded by certain classes of financial operations. The 
publicans or tax farmers were the strongest organized financial body of antiquity. 
They not only farmed the taxes, but undertook to provide transportation and 
-equipment for the armies and the means for great public works.* Some of the first 
publicans were men who combined the business of private trade with usury and 
money changing and followed it in the wake of the Roman armies in their victori- 
ous progress over Northern Europe. Their exactions, supported by the Roman 
power, made them very unpopular, and one of the notable incidents of the Gallic 
insurrection in Caesar's time was the massacre of these merchants or negotiatores at 
Ctenabum.^ The Italian merchants were also singled out, along with the publicans 
and proconsuls, as the special objects of the fury of the people of Pontus under 
Mithridates when they massacred fifty thousand Romans. The publicans formed 
powerful associations and held a similar position in Roman society to that held in 
the pre-Revolutionary period in France by the financiers. The commanders of the 
Roman armies and pro-consuls also engaged in a form of banking by loaning their 
capital at usurious rates in the provinces. Brutus placed his capital at Kypros at 
48 per cent, Verres placed his in Sicily at 24 per cent, while even Cato watched 
"Carefully over his investments and Pompey loaned hxmdreds of millions of sesterces 
to the kings and the cities of Greece and Asia.' 

* Deloume, Les manienrB d* argent k Rome, p. 156. 
» Cruchon, p. 43. 

8 Ibid., P.M. 

* Sed transi aodea ad forum, atque iJlud mihi argentum rursum Jube rescribi, Phormio, — This is 
the rendering of Prof. MacLeod, Theory and Practice of Banking, I, p. 162. 

6 Deloume, p. 94. 

* Caesar. De Bello Gallico, VII, ill. 
T Deloume, p. 146. 
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THE MONEY CHANGERS OF THE MffiDLE AGES. 

It is the opinion of Prof. Jannet that the organization of the greater commerce 
and of banking as it existed in the Roman Empire survived the invasions of the- 
barbarians and x)ersisted during the first part of the middle ages.' How far the* 
banking system survived outside the Byzantine Empire is disclosed by few known, 
records, but the lack of security for property in Western Europe, and the neglect- 
of the highways of commerce gradually drove both commei*ce and credit- 
within narrower limits and led to the withdrawal of metallic money for hoard- 
ing from its legitimate commercial use in circulation. The revival of banking 
in the later middle ages came through the money changers. The growth of com- 
merce and accumulation of capital as early as the eleventh century began to draw^ 
the prectous metals from their hiding places and led each seigneur to coin his own 
money. The diversity of weights and the varying market ratio between gold and^ 
silver made the function of the exchanger an important one, and the old cathedral 
windows at Bourges, Le Mans and elsewhere still portray his booths, behind which 
he is represented vrith a balance weighing the coins pUed at his feet or drawings 
from a sack those which he proposes to give in exchange.' The edicts of Leo the 
Wise, the Byzantine Emperor of Constantinople, contained a series of provisions- 
governing the money changers. They were constituted into a corporation, into- 
which admission could only be obtained upon the testimony of reputable citizens- 
that the candidate would not debase or counterfeit the coins and that he would be- 
in the market place at proper times by himself or a substitute for the purpose of 
meeting his obligations. There were money changers in those days vrithout official 
sanction, as there are to-day "curb brokers" who do business outside the stock 
exchanges. They were designated by a name derived from the sacks of moneys 
which they carried as their sole equipment for business.* 

Simikur money changers existed in the Arabian cities. In Italy, When Venice, 
Florence, Naples, Genoa, and Pisa became great commercial centers, the Lombards- 
became the bankers and waged a bitter rivalry vrith the Jews. The Italian bankers- 
were useful to the church, in transmitting to Rome contributions collected in Ger- 
many, France and England, and in several countries were given special protection, 
as the representatives of the Pope. General regulations of the exchange and bank- 
ing business appear early in the Italian statutes. The exchangers of Lucca in 1111 
were required to take an oath not to steal, commit fraud or falsify. Those engaged 
in the business were known in Italy as campsorea, or dealers in foreign money. The 
chiefs of the Lombard League obtained from Frederic Barbarossa pledges that the 
customs connected with the tables of the exchangers should be respected. In the- 
organization of industry at Florence in 1266 the ** art of exchange" was one of the- 
seven higher arts, constituting one of the l^burgeois corporations and ranking above 
the fourteen made up of laborers.^ Even before this date the art of exchange had 
been recognized in 1204 in a treaty concluded between Florence and Sienna. 

The Jewish and Italian bankers spread their connections throughout Western 
Europe, and the Lombards shared with the Jews the unpopularity of their profes- 
sion. The inhabitants of Asti in Lombardy pushed the trade in money beyond the 
Alps in 1226. Louis IX in 1256 ordered 150 Asti moneychangers to be thrown into- 
prison and the money which they had loaned in France confiscated. Twelve years- 
later they were banished by the same monarch and allowed only three months in 
which to collect their debts.* The Florentines and Venetians, who succeeded the 
Lombards, did much to reorganize credit and formed great houses with branches 
directed by the co-partners. There was such a network of banking offices that the 
Florentine or Venetian merchant, whether in England, France,. Germany, Spain or 
the Orient, was assured of the power to obtain money due him in his own country 



> Le crSdit popnlaire et lea banqnea en Itahe, p. 7, n. 

* Cons, Pr6ci8 d'biatoire du commerce, I, p. 1»6. 

s Nys, Recberebee aur Tbiatoire de rSconomie politique, p. 164. 
« Nya, p. 166. 

* Boscher, Prlnciplea at Political Economy, II, p. llfi^ 
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«r to make payments there. The Medicis in the fifteenth centnry had not less than 
odxteen branch houses in the principal commercial cities. ^ When Holland became a 
•center of capital and enterprise, after throwing off the Spanish yoke, Amsterdam 
^superseded Antwerp in commercial influence, and the available capital of the world 
was attracted there by the excellent organization of the Bank of Amsterdam. The 
J'ewish colony acquired importance, and included Jews from Portugal, Spain, Italy 
.and Germany. At Hamburg the Jewish community, formed from Portuguese 
refugees, was credited with a considerable share in the creation of the public bank.' 

ORIGIN OF THE WORD '*BANK." 

The word "bank" is traceable to the public loans made by the Italian cities 
rather than to the business of banking as understood in later times. The usual 
Italian name of a public loan was monte^ signifying a joint stock fund. The Ger- 
mans were influential in Italy during the middle ages, especially about the time 
when a forced loan of one per cent was levied by the city of Venice in 1171 upon the 
property of all citizens. Their name for a joint stock fund was banck, meaning 
-a heap or mound, which the Italians converted into banco and employed for an ac- 
cumulation of either stock or money. The definition of a bank given in an Italian 
dictionary in 1659 was ** Monte, a standing Bank, or Moimt, of money, as they have 
in divers cities in Italy." A more recent writer, Cibrario, says, "Regarding the 
Theory of Credit, which I have said was invented by the Italian cities, it is known 
that the first Bank, or public debt, (ilprio Banco o Debito Pubblico) was erected in 
Venice in 1171."* The word was adopted into English, meaning indifferently public 
loans or stocks of money. Benbrigge, in 1646, speaks of the " three Bankes" at 
Venice, meaning the three public loans or Monti. The issue of paper mpney 
-directly by the state was spoken of as ** raising a Banke " in colonial days in Massa- 
chusetts, the word "bank" standing for the money rather than the institution 
which put it in circulation.* 

One of the first of the public banks of the middle ages was the Monte delta 
Pieta, or pawn bank, of Naples. The Jews were forbidden by Ferdinand the Catho- 
lic in 1507 to institute legal actions against borrowers upon written instruments. 
This led the Jews to exact tangible security for loans. Their exactions were so ex- 
cessive on the occasion of the large loans made by the nobles for the entertainment 
•of Charles V that they were expelled from the Kingdom. Their Christian successors 
proved no less exacting, and the outcome was the creation of a philanthropic 
-establishment for making loans on pledges, founded by two eminent Italians in 1539 
or 1540. Current accounts were opened in 157i) and transfers permitted by means of 
checks and orders." 

HISTORY OF THE BANK OF VENICE. 

The Banks of Venice have attracted wide attention because of the long-pre- 
.«erved legend, that a public bank issuing negotiable securities used as money was 
created there in 1171. This legend has been proved unfounded by the recent inves- 
tigations of Lattes and Ferrara.^ Banking in Venice was entirely in private hands 
•during all the early centuries and was a subject of legal regulation from time to time 
between 1270 and 1584. It was not until the latter year that an attempt was made 
-to create a public bank. Private banking acquired a wide scope as the gradual 

> Jannet, Le crSdit-populaire et lea banques en Italie^ p. 6. 

* Jannet, Le capital au XIXe eiecle, p. 434. 

•MacLeod, Theory of Credit, II, 578. Prof. MacLeod Insiats that the common derivation of the 
word "bank," from the counter upon which the money changers kept their money, is without founda- 
tion. He says, "the Italian money changers, as suchi, were never called Bancbieri in the middle ages." 

* Weeden, Economic and Social History of New England, p. 318. 
» A History of Banking in All the Leading Nations, III, 156. 

* The results of their inquiries were printed by Prof. Lattes in La Libertd, delle Bancbe a Venezia 
dalsecolo XIII, al XVII, published at Milan In 1869, and by Prof. Ferrara in the Nnova Antologia for 
January and February, 1871. They have been carefully analyzed and summed up by Prof. Dunbar In 
^he "Quarterly Journal of Economics," April, 1892, VI, 308-^35. The true status of tiie Venetian 
l»ank0 seems to have been known to Blanqui, for he says that " what we know of the Bank of Venice 
-and that of Genoa does not permit a doubt that these banks were nothing else than great tax-farming 
•enterprises (grandes regies de perception) for the objects of the Ghovemment."— ffistoire de I'Economw 
Politique, U, p. 41. 
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outgrowth of the business of the campsoren. The latter were required as early a9^ 
1270 to give security to the government as the condition of carrying on their tra^c. 
Tommaso Contarini, in a speech delivered in the Senate in 1584 in favor of estab- 
lishing a public bank, declared that there had been one hundred and three banks, 
of which ninety-six had come to a bad end and only seven had succeeded. Yet, 
says Prof. Dunbar, "notwithstanding a train of disasters nearly two centuries- 
and a half long, the service rendered by the banks to commerce had been such, on 
the whole, as to lead Contarini to argue that to preserve the trade of the city with- 
out banking was not only difficult but impossible." 

These early banks first did business with their own money and then with 
deposits, like the London goldsmiths at a later date. The use of the deposits was 
not at first intended to economize cash, but simply to avoid its frequent handling. 
The transfer of credits upon the books of the bank transferred the title to cash in 
the custody of the bank and, so far as this rule had been violated by grants of 
credit to persons who had not deposited the cash, it was treated by Contarini as, a- 
grave abuse. He saw in the banking system only a method of transfer by book 
accounts, by which "buyer and seller are satisfied in a moment, while the pen 
moves over the page, whereas a day would not be enough to complete the contract 
for a great mass of merchandise by counting a great number of coins." * Notwith- 
standing the attempt to keep banking within these limits, the bankers employed 
the money entrusted to them in more or less speculative ways, and an act of 1374 
forbade dealings in certain specified commodities or the opening of credits for such 
dealings. The banks came by degrees to make advances to the state and to grant 
credits to merchants and traders without full cash security. They thus became- 
substantially banks of issue. They did not formally issue notes, but bankings 
credits came to constitute certificates of deposit which circulated as currency. The 
abuse of credit led to a discount upon bank paper, which was the subject of legis- 
lation requiring the banks to meet their obligations in coin on demand. The num- 
ber of bank inspectors was increased in order to see that the banks did not abuse- 
the rights of private citizens by bidding for theii* bank credits at a discount. 

The failures and abuses resulting from private banking led to the determina- 
tion in 1584 to create a public bank for the transfer of credits upon cash deposits. 
The act of December, 1584, constituted the Banco Delia Piazza di Rialto. This act 
was repealed in the following April, but a new act of April 11,1587, established the 
Banco di Rialto^ and gave a definite character to public banking in Venice. The 
new institution was a bank of transfer only, the money deposited was subject to- 
call, and the republic undertook no investments or private loans. The transfer of 
bills of exchange outside the bank, by substitution of one debtor for another, led 
to the act of December 14, 1593, requiring all bills of exchange to be paid in the 
bank under severe penalties. Private banking was abolished by the act of 1584, but 
the repeal of the act in 1587 left the field again open. It was not until 1619 that a 
charter was granted to the Banco del Giro, which eventually absorbed the Rialto- 
Bank and did business for nearly two centuries. The government of Venice owed to 
merchants and others about 500,000 ducats, in the form of assignments upon the 
mints and other public offices. These debts were assumed by the bank and at first 
only 150,000 ducats were paid into its vaults. The remainder was to consist in bank 
credits and was to be liquidated by monthly payments of 10,000 ducats until the- 
entire sum should be paid. The wars in which Venice was engaged compelled the- 
suspension of cash payments on several occasions and sent the bank paper below 
par, but the discount was kept within narrow limits so long as the quantity of bank 
paper was restricted. The bank survived the French occupation of Venice in 1797 
and an effort was made to restore its credit under the Austrian domination by creat- 
ing a sinking fund raised by certain taxes. When Venice finally fell again under 
French rule by the treaty of Presburg, in December, 1805, Napoleon issued a decree^ 
for the liquidation of the debts of the Bank and its final abolition. 



* Dunbar, Quarterly Journal of EconomicB, April, 1892, VI, p. 314. 
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Venice was not the only medieval state which sought to utilize commercial 
banking credit for floating the public debt. Public banks were established in Spain 
during the fifteenth century and suggested to a Milanese merchant the model of a 
eity bank in Milan, which made itself responsible for the taxes and was already oil 
the verge of bankruptcy in 1630/ The Bank of St. George, created at Genoa in 
1407, was organized originally for farming the taxes for the benefit of the creditor* 
of the city. The public debt was divided into shares, upon which the proceeds of 
the taxes set apart for the purpose realized about seven per cent. The institution 
became by degrees ** a commercial bank, a State depositary for the revenues, a con- 
tractor for the taxes, and a political custodian." ' It derived the latter character 
from the grant by the republic of authority over Corsica, and some of the Greek 
islands. 

THE EXCHANGE BANK OF AMSTERDAM. 

The Bank of Amsterdam and the Bank of Hamburg were similar in character to 
the Bank of Venice. The Bank of Amsterdam did not originate, however, in th& 
necessities of the state, but from the great volume of commerce centering in th^ 
Low Countries and the wide variety of coins in circulation there. These coins were 
the subject of constant dispute, resulting from their various origins and theiir 
departure from the proper standard. Money of full weight rose to a premium 
with the exchange brokers, who were blamed for making a distinction between 
good money and bad, as though the premium was their deliberate work rather than 
the cause of their operations. The city undertook by a statute of July 15, 1608, to 
prohibit the holding of deposits or the transfer of money by any one except the owners- 
©f the money or their personal agents. The use of bills of exchange was forbidden, 
and traders were directed to make no discrimination between light and heavy coins^ 
These provisions were intended only to clear the ground for the official establish- 
ment of the new Exchange Bank (Amsterdaimche Wisselbank). The bank wai^ 
founded by an ordinance of the City of Amsterdam of January 31, 1609. All bills of 
exchange were required to be paid through the bank, and the institution was 
required to sell any kind of specie demanded at as low a premium as possible. The- 
transferable deposits or credits came to be known as ** bank money" and bore thia- 
designation throughout the history of the bank. The bank accepted deposits only^ 
at their bullion value and granted credit for the amount in lawful money, subject to 
a proper charge for handling. Deposits were necessarily subject to charges, because 
the bank was supposed to keep in its vaults every guilder received and to do no loa» 
and discount business. Payments in Amsterdam came to be made universally im 
bank money, by the presentation of a transfer order at the bank by the payer or hisk 
authorized agent, which entitled the payee to the credit on the next day. The bank 
became so general a medium of payments that the most extravagant estimates were- 
formed of the gold and silver stored in its vaults. Some put the amount as high as- 
S00,000,000 gulden ($360,000,000), but the more modest and accurate estimate of 
Adam Smith was 33,000,000 gulden ($13,500,000).» 

Direct redemption of bank credits in coin gradually fell into disuse, partly because 
bank money was so much preferable to coin for nearly all practical purposes and 
partly because of the acceptance of foreign coins on special deposits. The system 
of advances upon such deposits was formally put in operation in January, 1683. 
The bank issued a receipt to the "depositor for the bullion value of the depc sit, cer- 
tifying his right to withdraw it upon returning the bank money with which he had 
been credited and paying one-eighth of one per cent interest. It was necessary, 
therefore, in order to withdraw such coin, to have both the receipt and the equiv- 
alent amount of bank money. The bank employed the purchase of bank money i» 
the market as a substitute for direct redemption as a means for keeping the money 
»t par. Prof. MacLeod, passing over this distinction regarding direct redemption , 
• ^ — r 

* GoBsa, Introduction to the Study of Political Economy, pp. 183-84. 

« A History of Banking in All Leading Nations, III, p. 155. 

s Wealth of Nations, II, p. 61. 
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refers generally to the benefits of bank moneys in all the cities where such bank 
were established in these terms:' 

" k» this bank money was always exchangeable for coin of full weight on demand, it was also at 
a premium, or »gio, as compared with the worn, clipped and degraded coin in circulation. The differ- 
ence was usually from 5 to 9 per cent In the different cities. The -^rm apdo is misleading : because it is 
evident that it was the Moneta. dl Banco which was the full legal standard : and the current coin was 
At a discount. 

" These banks professed to keep all the coin and bullion deposited with them in their vaults. 
They made no use of it in the way of business, as by discounting bills. Thus the credit created was 
exactly equal to the specie deposited : and their sole function was to exchange credit for money and 
money for credit." 

Violation of this principle occurred in the case of the Bank of Amsterdam as 
they did that of the Bank of Venice. The affairs of the Bank were under control of 
A committee of the city government and heavy loans of specie were made secretly 
to the Dutch East India Company. The true condition of the bank became known 
in the winter of 1789-90, and after an effort to revive its credit, the institution was 
closed by a royal decree of December 19, 1819, and the small amount of bank money 
•outstanding was paid off. ^ 

The Bank of Hamburg, founded in 1619, upon the same principle as the Bank 
of Amsterdam, was never guilty of breach of trust. So faithfully was the principle 
Adhered to, that outstanding notes should be f i^lly covered by coin and bullion, that 
when the French on November 5, 1813, took possession of the Bank they found 
7,506,956 marks in silver held against liabilities of 7,489,343 marks. Modem 
methods were introduced into the Bank during the present century and it survived 
imtil the adoption of the gold standard and a uniform banking currency by the 
Imperial German government put an end to the silver coinage of Hamburg. The 
Bank was directed to liquidate its accounts in fine silver by February 15, 1873, and 
its buildings were sold by order of the Hamburg Senate to the Imperial Bank of 
Oermany.' • 

THE GREAT FINANCIERS OF GERMANY AND FRANCE. 

The creation of the Bank of St. George at Q^noa and the bank at Milan were 
due in some degree to the survival of the Roman system of farming the taxes. A 
single individual was hardly equipped with sufficient capital to carry on the large 
operations involved and associations for dealing with the state on the one hand and 
the tax-payer on the other were formed, which became the nucleus of larger bank- 
ing operations. Thus great financiers grew up, who dominated the politics as well 
as the finance of European states as soon as centralization had reached a point 
which called for a paid military force and made money the nerve of war. One of 
the great houses which wielded a remarkable influence in the fifteenth and sixteenth 
centuries was that of the Fuggers. The founder, Hans Fugger, came to Augsbourg 
irom a country village in 1367 and died in 1409, leaving a fortune of 8,000 floiins. 
It was Jacob Fugger, his grandson, who gave the house a national character and 
an international power. The business of- trade in silks and other stuffs was at first 
mingled with mining and banking operations. It was in 1487 that Jacob Fugger 
concluded an arrangement with Duke Sigismund, by which he acquired the rich 
silver mines of the Tyrol as the guarantee of a loan. Maximilian, the successor of 
Sigismund, made large loans from the Fuggers, they had important transactions 
with Pope Julius II., and their operations were extended to Antwerp and India. 

The election of the Roman Emperor after the death of Maximilian afforded the 
opportunity to dictate world politics. Francis I of France had already announced 
that he would obtain the Empire at any cost, and it was necessary for Charles V to 
^appeal to the Fuggers for money to purchase the electors. The aggregate cost of the 

* Theory of Credit, II, p 586. 

* A summary of the researches of the latest scholarship regarding the Bank of Amsterdam, baaed 
4n part upon the history of the bank by W. C. Mees, formerly president of the Bank of the Netherlands, 
Js presented by Prof. Dunbar.— TAe Theory and History of Banking, pp. 82-105. 

^ » Palgrave, Dictionary of Political Economy, 1, p. 105. 
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election of Charles was stated at 850,000 florins, of which the Fuggers provided 
543,000.* Charles V. endeavored to have the debt assumed by Spain and had such 
diflSculty in raising funds that Francis I was able to win from him his German 
mercenaries. The Fuggers had great difficulty in recovering their advances to the 
Spanish King and in 1524 assumed the farming of a large part of the Spanish land 
taxes and the mines. Jacob Fugger was at this time the most potent financier in 
the world, with establishments in Poland, Hungary, Spain, Antwerp and Naples. 
The prestige of the house gradually declined after his day. As late as 1560 a 
" Fugger bill of exchange " was synonymous with cash, but in 1562 it was necessaiy 
to borrow to meet obligations and the assets of the house only slightly exceeded its 
liabilities. The King of Spain in 1631 accordei the Fuggers an extension for pay- 
ing their debts and their affairs thereafter consisted only of a process of liquidation. 

The business of banking was only a branch of the great affairs of these finance 
houses of the sixteenth and seventeenth centuries. The Fuggers endeavored to 
acquire large territories in Chile, and the Welsers of Augsbourg under Charles V 
obtained an entire province of Venezuela. The bankers of Genoa advanced to the 
Mngs of Spain the amounts required for their destructive wars in Italy, France, and 
the Netherlands, upon the guarantee of the products of the mines of 'the new 
world.* The Hochstetters of Amsterdam were among the greatest of the Dutch 
houses and it was declared by a chronicler that *' princes, counts, nobles, trades- 
men, peasants, valets, and servants have placed with Ambrose Hochstetter all 
their money, for which he 'p&ys five per cent." The Hochstetters endeavored 
between 1511 and 1517 to ** comer" the tin market. They bought up the entire 
visible supply, but new mines were opened in Spain and Hungary which they were 
unable to control, and they lost a third of their investment. The house became 
involved in further difficulties within another generation and accused the Greshams 
of England of overthrowing their credit.* 

Banking in France before the experiments of John Law was largely in the 
hands of the farmers general and ** financiers." The farmers general have often 
been confounded with the other class, but they were for the most part respectable 
officials upon fixed salaries, who were connected with the financiers only through 
dealings with them and the efforts of the financiers to obtain admission to the offi- 
cial body as a badge of respectability.* The Ferme Genet ale was given a permanent 
organization only in 1680. The financiers were the adventurers and kings of finance, 
but lacked social prestige and were the subjects of many jibes for efforts — often suc- 
cessful — to ally themselves with noble families. Before the Revolution many of 
the great estates had passed into their hands." The financiers were known under 
the specific names of partisans and traitants^ the first name referring to the 
fact that they advanced money in payment for the creation of new offices, thereby 
'< taking a part" (wn parti), according to the language of the time. The name of 
traitants was derived from their function as negotiators of financial paper. The 
financiers made advances to the farmers general in anticipation of the collection of 
the taxes. The paper given in these transactions, and other evidences of the public 
debt were the subject of quotation and speculation early in the seventeenth century. 
A profession of dealers in exchange, banking and merchandise had been created by 
Charles IX in 1572, and a distinction between the bankers and the merchants was 
made by a decree of the Council in 1638. • The Caisse des empmntSy a sort of bank 
created by the farmers general to meet the demands for advances by the Treasury, 
was established as early as 1674 and received the deposits of the public at sight at 
an interest which occasionally reached ten per cent. This bank was seized by tne 
Controller General, Desmarets, in 1715, and a part of the money sequestrated was 

* L'£poque des Fugger, In Annalea de Vlnatitut dee aciencea aocialea. III, p. 108. 
« Nye, p. 164. 

* Annalea de Plnatitut dea aciencea aocialea^ III, p. 865. 

* Qomel, Cauaea SnanciSrea de la Revolution, I, p. 817. 
A Talne. Ancien regime, p. 61, n. 

* Jannet, Le capital an XIXe aiecle, p. 449. 
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made good by the issue of secnrities. Among the most famous of the financiers was 
Samuel Bernard, who accumulated a fortune under Louis XTV estimated at 60,000,- 
000 livres. The Paris brothers were also prominent at the court of the grand mon- 
arch, and the most celebrated, Paris-Duvemay, was charged in 1721 with the read- 
justment of the finances after the collapse of the plans of Law.^ 

THE BANKING SCHEMES OP JOHN LAW. 

Law has the merit of initiating the first exx)eriment in public banking in 
France. The disaster which resulted from Law's enterprises was caused by the 
speculative character of the comjMinies which he organized for exploiting the col- 
onies and the public revenue rather than directly by the character of his bank. His 
banking plan, as has been fully recognized by recent writers,* was originally sane 
and practicable and if it finally went beyond the bounds of safety the fact was due 
to the lin^ited understanding of the nature of commercial credit in his time. Law 
was the son of a Scotch goldsmith, a trade which at that time involved a rudi- 
mentary sort of banking, and led an adventurous early life, which carried him over 
the Continent and enabled him to observe the remarkable prosperity of Holland and 
Venice. He wrote a book before putting his plans in practice, which embodied 
much sound reasoning regarding the nature of credit and banking operations. He 
observed that in Holland credit lent the support of capital to new undertakings at a 
moderate return, and that there was an abundance of money for promoting trade. 
Tljis he attributed to the paper currency. The paper money of the Bank of Amster- 
■ dam was not only preferred by the people, but the precious metals which the notes- 
represented remained locked up in the bank and were never demanded. 

Law reasoned that money derived its value from the material of which it was 
composed and from the imprint. If the two elements could be separated, there was 
no limit to the power of creating money by the imprint of the state, resting upon 
its credit. This was proved, to Law's mind, by the operations of existing banks, 
which the more they lent, the more they added to the available money supply. If 
banks had been compelled to suspend, this accident he believed would not happen 
to government notes, resting upon the national wealth.* Law asked the question, 
which has been so often asked before and since by those uninstructed in the laws of 
money, why anything of value could not be made the basis of money. He proposed 
to issue bank-notes upon landed security up to the value of the land and combatted 
by strong reasoning the wild proposition of Chamberlen, that land might be mort- 
gaged for its value and notes issued for this value, multiplied by any number of 
years. Law urged his projects upon the Scotch Parliament, but they were not 
accepted, and he crossed over to France. 

France at the death of Louis XIV was on the verge of bankruptcy, the debt 
had been forcibly reduced, the coinage had been lowered in 1709 about 23 per cent ; 
large amounts of state bills had been issued t^hich had depreciated to a tenth of 
their face value, and the finances of both the mercantile community and the state 
were in great disorder. Law found a ready listener i^ the Regent, the Duke of 
Orleans, for his projects for restoring credit and paying debts by issuing bank 
notes. The advisers of the Regent were more conservative, and refused to sanction 
the plan for a royal bank, but finally permitted Law to establish a private bank at 
his own risk. 

The letters patent for the new institution were dated May 2, 1716, and it was at 
first immensely successful. It was conducted as a private bank upon sound bank- 
ing principles. The aid given the government by accepting the depreciated state 
notes at a fixed rate in part payment for the capitkl tended to restore public credit, 
the loans made afforded a powerful stimulus to commerce, and the creation of a 
uniform currency restored the equilibrium of the foreign exchanges. Dex>osits of 

* CourtolB, Histoire dea banqnes en France, p. 64. 

« Vide MacLeod, Theory of Credit, II, p. 655; J. B. Say, TraJtS d'6conomie politique, II, p. 67; 
Nicholson, A Treatise on Money, p. 172. 

> Espinas, Histoire des doctrines ^conomiques, p. 160. 
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gold and silver constantly Increased and the notes were so eagerly welcomed that 
upon a capital of 6,000,000 livres 50,000,000 in notes was soon in cii'culation.* The 
first notes issued bore the declaration : ' 

*• The bank promiBes to pay to bearer at sight llrres, in money of the Rame weight and flnene«» 
as the money of this date, value received, at Paris." 

Commercial bills were discounted by the bank at the rate of five per cent,* and 
the officers of the finances received orders in October, 1716, to make their remit- 
tances upon Paris in bank bills and to accept these bills at sight when presented. 
A decree of April 10, 1717, made the bills receivable by the farmers of the revenue 
for public dues. It was only when Law succeeded in converting the bank into a 
royal bank in December 1718, that changes were made in the character of the bill» 
which took away most of their special value. The language upon their face wa& 
changed to read : 

" The Bank promises to buy to bearer at sight livres, in silver specie, value received, at Pai^B.'* 

This reduced the notes to the level of the debasecf coin. Law htid become so 
impressed, however, with the superiority of paper money that he believed a little 
pressure upon the public would force it into general circulation. The notes were 
Issued in enormous quantities to bolster up speculation in the shares of the India 
CJompany {Gompagnie des Indes) and were at first rapidly absorbed. "When suspen- 
sion of coin redemption upon the basis of the value at which the notes were issued 
occurred, some distrust arose. This was met by Law by a decree of April 22, 1719, 
that bills payable in the existing standard should not be subject to the future 
diminutions which might affect specie. This put a premium upon the notes, which 
again created an eager demand for them. Every one tried to obtain notes to buy 
shares in the India Company in order to sell and jKXjket the difference. This process- 
could not go on indefinitely. The point was soon reached where the shares were 
sold for many times their face value and the quantity of notes was far in excess of 
any legitimate demand. 

The collapse of Law's *' System" came early in 1720. Law was practically in 
control of the government and used all his powers to stay the downward course of 
the bank money and the shares of the company. Specie was disappearing and » 
series of decrees were issued to discredit coined money and keep the bills in circula- 
tion. The nominal value of the coin was changed rapidly in order to create a 
preference for notes.* Individuals were forbidden to hold more than 500 livres in 
specie or to pay more than 40 livres in silver or 300 in gold ; * special advantages- 
were given those who paid taxes in bills rather than specie ; and the legal tender 
quality of the metals was finally suppressed. These measures failed to maintain 
confidence in the superabundant mass of paper, and the Bank was consolidated 
with the India Company in order to give the imited strength of both corporations 
• to its credit. The company was authorized to convert its shares into bank bills 
or to redeem the bills in shares. The shares continued to go down, panic seized 
the speculators, and a commission of inquiry was appointed, which found 3,000,- 
000,000 livres in circulation and less than ten per cent in assets in the hands of the 
Bank. A decree of January 26, 1721, known as the visa, provided for the liquida- 
tion of the affairs of the company and the Bank and the readjustment of the publia 
debt. An effort was made to readjust private fortunes as well as public obliga- 
tions upon the basis which had prevailed before the revolution in values caused by 
the bank bills. Exemptions from the readjustment were secured by favorites of 
the court, but in other cases property which had changed hands was transferred 
back to its original owners and the new owner was remitted to his original poverty.*' 

» Blanqul, II, p. 57. 

« J. B. Say, Traits d'ScoDomie politique, p. 272. 

« Court ols, p. 11. 

* Nicholson, A Treatise on Money, p. 192. 

B Rambaud, Histoire dea doctrines Sconomiques, p. 77. 

* A somewhat more extended account of Law's projects may be found In the author's Hiatoij of 
Modem Banks of Issue, pp. 39-46. 
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ORIGIN OF THE BANK OF FRANCE. 

The collapse of Law's schenie and the suffering which it caused made the word 
** bank" so odious in France that more than half a century passed before there was 
another successful attempt to provide an institution of credit. Commercial credit 
was granted by the Jewish and Italian bankers, as in other continental countries, 
Bnd was aided to some extent by the ** Financiers." They handled large amounts 
of money, made advances to the farmers general upon the uncollected taxes, and 
wielded as great an influence in the state as their modem successors of the great 
London, Berlin, Frankfort and Vienna banking houses. The fact that France was 
far behind Holland and Great Britain in banking facilities was brought home to 
the enlightened French Minister, Turgot, by a Genevese banker, Panchaud, who 
had studied the banks of Holland and Great Britain.^ Turgot quickly appreciated 
the advantages which might result from the organization of a bank having a large 
capital at its command and issuing notes which would be received with the same 
<5onfidence as cash. A decree of the Council of March 24, 1776, authorized the 
creation of the Caisse d'escompte. So vivid was still the recollection of the evils 
which followed Law's project that even now the word bank was not pronounced in 
the creation of the new institution.' It was given, however, all the powers of a 
bank of discount, deposit, exchange and circulation. It was at first proposed that 
two-thirds of the capital of 15,000,000 livres should be loaned to the government* 
^he shareholders so strongly objected to this provision that it was abandoned and 
the bank was permitted to begin business as a commercial institution. It was at- 
tempted in the original charter to limit the discount rate to four per cent, in spite 
of Turgot's declared opposition in his writings to Imposing fetters upon credit.* A 
revision of the charter of the Caisse d'escomptexmder date of May 7, 1779, raised the 
limit to four and a half per cent. 

A formal declaration of the preamble to the decree of 1779 expressed the satis- 
faction with which the king had noted the progress of the new institution and the 
fact that during the preceding six months 33,000,000 livres had been discounted. 
The^irculation exceeded the capital of 12,000,000 livres, but the notes were readily 
iM5cepted by merchants and private bankers, who had at first feared the rivalry of 
the new bank, and purchases of gold and silver by the Bank abroad maintained in 
France an abundant supply of the precious metals.* It was only when the disorder 
of the public finances led to advances to the govei*nment that the Caisse d'escompte 
became involved in difficulties. The government failed to reimburse a loan of 
•6,000,000 livres in 1783, but authorized the suspension of specie payments. The Bank 
continued to receive the support of the mercantile community, and after theresumj)- 
tion of specie payments under the decree of November 23, 1783, continued to do a 
legitimate business for four years. The financial disorders which invoked the Rev- 
olution led the government again to interfere against the will of the Bank, and after 
being compelled to make large forced loans to the state, the Bank lost its credit, the 
redemption of its notes in assignats was decreed in 1790, and the institution was 
suppressed by a decree of the National Convention on August 24, 1793. The Bank 
had been conducted upon entirely sound principles before the interference of the 
government, and its statutes became the model of the new institutions which grew 
up after the Reign of TeiTor and finally of the Bank of France, which entered upon 
its functions on February 20, 1800.* 

FOUNDATION OF THE BANK OF ENGLAND. 

The success and variety of banking projects on the Continent attracted serious 
Attention in England as soon as commerce began to be one of the chief concerns of 
Englishmen. Christopher Hagenbuck filed with the government a petition written 



1 Qomel, Lea causes SnanciSres de la Revolution fi-an^aise, I, p. 434. 
« CourtolB, p. 84. 

* Rejections on the Formation and Distribution of Riches, p. 74. 
« Gomel, I. p. 488. 

* See A History of Modern Banks of Issue, p. 50. 
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' in Italian in November, 1581, three years before the creation of the first Venetian 
public bank, for authority to explain a plan to the Queen for instituting an office 
into which much .monfey should enter every year without expense, so that Her 
Majesty might have the use of any needful sum and the country be kept in abun- 
dance. Other references to Italian banking occur in pamphlets and petitions of the 
time, some of which show a more accurate comprehension of the true function of a> 
bank than existed in many quarters much later.* Samuel Lambe, a London mer- 
chant, presented some ** Seasonable Observations" to Cromwell in a pamphlet 
printed January 27, 1659, in which he said : 

" A bank 1b a certain Number of sufficient Men of Eetatee and Credit Joined together in a Joint 
Stock, being, as It were, the general Gashkeepers or Treasurers of that Place where they are settledr 
letting out Imaginary Money at Interest at 2 and i^ or 8 per cent to Tradesmen, or others, that agree 
with them for the same, and making Payment thereof by Assignation, and passing each Man'*- 
Account from one to another with much Facility and Ease, and sa.ying much Trouble In receiylng andl 
paying of Money, besides many Suits in Law and other Losses and Inconveniences which do mucb 
hinder Trade." 

It was the principles set forth by Lambe, — that credit might be granted without 
a full deposit of cash — which marked banking in its modem sense and became the 
function of the Bank of England, the Bank of John Law in France, and the institu- 
tions which have sprung up in every civilized state within the present century. 
Banking in England had been carried on by the goldsmiths during the early part of 
the seventeenth century and they became the custodians of most of the new wealth 
of the community. Charles II appealed to the goldsmiths for large loans, but hl» 
wants were such that he suspended repayment in 1672 and sequestrated £1,328,526 
to his own use. The money belonged to some ten thousand depositors and its los» 
spread suffering throughout London. There was a long course of litigation over the 
matter which resulted during the reign of William III in the acknowledgment of 
the obligation by the government audits incorporation with the permanent national 
debt. William was placed at a. disadvantage by the distrust thrown upon royal bor- 
rowing by his Stuart predecessor and was thus more ready to listen to plans for the 
creation of bank money if they offered relief for the state. This was exactly what 
was proposed by William Paterson, an obscure Scotchmai;, who worked out the 
plan for the Bank of England. He offered to advance £1,000,000 to the government 
on behalf of several wealthy London merchants, on condition of receiving £65,000 a 
year as interest and the cost of management, with authority to issue bills. The 
first project, put forward in 1691, was rejected by the government because of their 
unwillingness to make the notes legal tender. Three yeai*s later, in 1694, Montague^ 
the ingenious and enterprising minister of William, sent for Paterson and asked 
him to organize a plan based upon his early propositions. The government, accus- 
tomed to pay discounts and commissions running up to forty per cent on short-term 
loans, could not at first be made to believe that the loan of £2,000,000 proposed by 
Mr. Paterson could be floated at the proposed rate of seven per cent, with no fixed 
date of maturity. Paterson persevered and finally succeeded. 

Montague attached the charter of the Bank of England as a ** rider" to the 
Ways and Means bill which became law on May 4, 1694. The original purpose of 
this bill was to provide a tax on tonnage, and the new bank was stigmatized by its 
enemies as the ** Tonnage Bank." The capital was to be £1,200,000, all of which 
was to be lent to the government in cash. The bank was authorized to issue notes 
for the amount, which could be employed in commercial loans. Subscriptions for 
capital stock were opened on Thursday, June 21, 1694, in the Mercer's chapel and 
the entire capital was subscribed by noon of July 2. Among the subscribers were 
Sir John Houblon, the first Governor, who was descended from a Flemish refugee } 
Michael Gk)dfrey, one of the most active organizers of the bank and the first Deputy. 
€k)vemor ; Queen Mary ; the Duke of Leeds, the Duke of Devonshire, the Earl of 
Portland, the Ctountess of Carlisle, Lord Gk>dolphin. Lady Ann Mason, Sir Stephen 

* These prof .cts in England are set forth by Prof. Dunbar in "Notes on Early Banking Schemes " 
in The Quarterly Journal otEconomica, July, 1888, II, pp. 482. seq. 
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Fox, and Sir John Trenchard. The new bank began the discharge of its pledges to 
the government by paying into the Exchequer £112,000 in bank-bills, sealed with 
the seal of the corporation, which bore the fignre of Britannia sitting on a bank of 
money.* The business of the bank was described by Godfrey, who wrote a tract in 
its support, as follows : ' 

They lend money on mortgages and real securities at five per cent per annum. If the titles of 
land were made more secure, money would be lent on land at four per cent per annum, and in time of 
peace at three percent. Foreign bills of exchange are discounted at four and a-half per cent; inland 
bills and notes for debts at six per cent. They who keep their cash In the bank have the first of these 
discounted at three per cent, and the other at four and a half. Money is lent on pawns of such com- 
modities as are not perishable at five per cent, and on the Fund of the City of London Orphans at five 
per cent. 

ORIGIN OF BANKING IN SCOTLAND. 

The first chartered bank in Scotland was authorized about a year after the Bank 
of England, under authority of an act of the Scotch Parliament of July 17, 1695, but 
differed from the English institution in retaining the use of its capital for commercial 
business instead of lending it to the government. The Bank of Scotland was 
granted exclusive privileges for twenty-one years, but this was simply for the pur- 
pose of giving a fair field for a new exi)eriment, and it was not intended to create a 
permanent monopoly as in the case of the English bank." Rivals of the Bank of 
Scotland were created from time to time, as the necessity for greater facilities grew, 
but there -was never the mania for small private banks which prevailed south of the 
border line as the result of the restrictions upon the creation of joint stock banks. 
The Bank of Scotland had a subscribed capital of 1,200,000 Scottish pounds, equiva- 
lent to £100,000 in English money. The charter named as the incorporators several 
of those interested in the Darien company, including seven London merchants. 
William Patterson, the founder of the Bank of England, was not among them, and 
the credit for the original idea is attributed to Mr. John Holland, a London mer- 
chant, who drew up the constitution of the bank at the request of several Scotch resi- 
dents of London, The capital actually called up at first was £10,000, and the only 
business done was the lending of the capital and the issue of circulating notes. The 
Scotch notes issues were among the most imi)ortant phases of modem banking and 
contributed greatly to the development of the country. They led, however, to a 
run upon the Bank which compelled a stoppage of cash payment on Monday, De- 
cember 18, 1704. The Bank had good assets for all its liabilities and a general meet- 
ing of the shareholders]was called, who sanctioned the allowance of *' annual rent" 
on the notes and made a call of ten per cent upon the nominal capital.* The ** an- 
nual rent" was an allowance of interest, similar to that made at the present 
time upon the notes of Canadian banks upon the suspension of coin redemption. 
It was not until the unification of the Scotch currency with that of England in 
1707, which was managed by the Bank, that deposits were accepted. 

The second successful bank in Scotland was formed, like the Bank of England, 
from the holders of the public debt or the "Equivalent Fund." An act was passed 
in 1719 which authorized the formation of the proprietors of the debt into a body 
corporate. This corporation, organized in 1724, first endeavored to secure admission 
to the Bank of Scotland, whose dividends were reported by envious rivals ai fifty per 
cent. When this was refused, the holders of the Equivalent Fund decided upon a bank 
of their own, for which a charter was granted on May 21, 1727. The new institu- 
tion was known as the Royal Bank of Scotland and began business on December 8, 
1727, with a capital stock of £151,000. The Royal Bank received considerable sup- 
port from the .government and is entitled to the credit of the adoption in 17:29 of 
cash credits. This tmique feature of Scotch banking, which did so much to pro- 

* Rogers, The First Nine Years of the Bank of England, p. 3. 
" Rogers, p. 20. 
. « Ibid., History of Banking in Scotland, p. 5. 
« Ibid., p. 25. 
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mote the prosperity of Scotland, was the result of the fact that the Royal Bank had 
more capital than could be readily employed in commercial operations within the 
narrow limits of Scotch commerce, The system of cash credits, therefore, was the 
result of an effort to find a new field for the use of capital which would extend to 
the farmer and mechanic some of the benefits of commercial banking. It was in 
1729 that the Royal Bank began the allowance of interest at five per cent on de- 
posits.* \ 
THE HISTORICAL EVOLUTION OF BANKING. 

With the creation of the Bank of England and the Scotch banks, the financial 
world stood upon the threshold of the many phases of modem banking develop- 
ment. Each phase of banking was an almost necessary evolution of the conditions 
of the time. The money changer followed the merchant in his voyages over the 
world, when merchandise and metallic money constituted the only instruments of 
exchange. The creation of uniform monetary systems and wide areas of trade under 
a single political sovereignty made his profession less important, but it was the 
organization of credit, permitting exchanges without metallic money, which re- 
duced the mohey changer to an essentially subordinate place* and gave birth to 
modem banking. ' The bill of exchange was one of the earliest forms of credit, and 
its use was extended beyond its present purposes in order to evade the prejudices 
and necessities of the middle ages. To the Jews was ascribed the invention and 
perfection of the biU of exchange, as a means of evading the confiscation of their 
property by its prompt and secret transfer. 

Two incidents of the time contributed to throw into the hands of the Jews the 
trade in money in the middle ages. One was the fact that they were shut out from 
all other trades ; the other was the attitude of the church towards loans and 
interest. The acquisition of real property was prohibited to the Jews in nearly 
overy European state. The guilds were closed to them and they were forbidden to 
exercise trades and manufactures.* The exclusion from real property was not a 
hardship, if they were to be subject to constant confiscations, since money and it 
paper representatives were almost the only forms of property which could be 
Teadily transported and concealed. ** The richest traders," says Montesquieu, 
'* having only invisible goods, they were able to be sent every where and left no 
trace behind."* The denial of the legitimacy of interest was a natural evolution 
from existing conditions rather than an arbitrary exercise of power. The rigors of 
the church were directed primarily against loans for consumption to persons in 
need. When saved capital was the exception and opportunities for organised ins 
dustry were rare, loans for productive purposes were hardly possible. The opinions 
of the most advanced canonists rapidly adapted themselves to the changed con- 
ditions when trade and credit acquired an organization which made productive 
loans the rule. In the meantime, as Prof. Jannet expresses it, ** If a rigid discipline 
had not prevented the development of usury in the midst of Christian society, and 
liad allowed it to penetrate, for example, into the rural regions, all the fruits of the 
emancipation of the serfs would have been lost ; the great proprietors would have 
destroyed the independence of the population around them, as in Rome and ancient 
Oreece."* 

ORIGIN OF BILLS OF EXCHANGE AND DISCOUNT. 

When the time came for escaping the restrictions of the canonical laws several 
methods were found for doing it. The transportation of money from one place to 
another involved a cost which justified a charge. This charge was made sufficient 
to cover a reasonable interest for the use of the money. Hence came the disposition 
of many of the Continental codes of commerce, that the bill of exchange should be 

» Kerr. p. 47. 

« The goldsmithB assumed the functions of the money changers, as the latter lost their import- 
ance, and In 1514 the changers disappeared from the list of the six merchant bodies. — Cons, I, p. 196. 
» Nys, p. 136. 

4 Be Tesprit dee Jois, livre XXI. ch. xx. 
» Xre capital aa XIXe aiecle, p. 80. 
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payable in a different place from that where it was drawn. The bill of exchange 
was converted into a form of direct loan called "dry exchange," by which the bor- 
rower drew a bill on a fictitious person in some foreign town at the current rate of 
exchange, which he delivered to the lender. At maturity the bill was returned 
protested and the borrower charged with re-exchange and incidental expenses^ 
amounting perhaps to 20 or 30 per cent, the bill never having been out of the 
country.* A further step was taken towards modem banking methods when the 
Italian bankers received available cash under the name of deposits, but in reality to 
be made fruitful in the banking and commercial operations in which they were 
engaged. These funds were represented by mandates, which differed little from 
the checks adopted in England many centuries later and recognized in French com- 
mercial practice in 1865 as an innovation. The records of bankers regarding 
transfers of money had a recognized status in courts of justice, derived in some 
measure from the survival of their public character under the Roman Empire. The 
discount of commercial bills grew out of a similar respect for the laws against 
usury. Ancient usage established the right of a merchant to sell on credit and to 
make a discount from the price if payment were made at once. A paper pledge to 
pay could be converted into money by application to a third party.' 

Thus gradually arose from the need for them all the attributes of modem bank- 
ing. The individual money changer, the Jewish lender, the Lombard banker, 
gradually gave way, as centralization advanced in commerce and in national life, to 
public banks doing business under official authority. Along with this evolution 
went the development of methods suited to the new demands. The complexity of 
coinage systems was remedied by the creation of ** bank money" of uniform value 
by such institutions as the public banks of Venice, Amsterdam and Hamburg. The 
bill of exchange became a means for making productive loans. Deposits were 
accepted to be loaned for profit, and the depositor was permitted to share 
in the profits. The character of the loan changed from a specific deposit, 
transferable only by the owner, to a loan from the owner to the bank, for 
which he received a direct interest. The great resources of modem savings, 
attracted into the keeping of the banks, became available for loans to the producing 
and trading elements of the community in the form of discounts. Modem credit 
thus received its organization and needed only the creation of the bank note and the 
mechanism of clearings and co-operation among the banks to stand forth fully 
equipped for its great mission of providing the motive power of commerce. 



' GoBsa, Introduction to the Study of PoliticAl Economy, p. 154. 
* Jaimet, Le credit populaire et les banques en Italie, p. 7. 
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:•.:•.:••• tflEGOLD STANDARD IN JAPAN. 

\ .•TSiei ^ft't:p£(3gteSfit ia 'iadiistrial development made by Japan dnring the last 
thtrtj^rt^o. years-M fiest sli6TWi by the monetary reform effected in 1897. All coun- 
tries hayiag commercsL^l relations with the Island Empire were more or less affected 
by theih^vj^oii4,-aAd pjfrticularly the United States, where the course taken by 
Japan *attfacte<f intense interest on account of the difficulties confronting the 
American Republic in its efforts to solve its own monetary problems. Those who 
favored the gold standard applauded the new enterprise on the part of those they 
approvingly called the ** Yankees of the East," while the silverites who ascribed 
the progress and prosperity of Japan to its silver standard criticised the action as a 
grave mistake for our country. Different opinions were held by different scholars 
of economics as to the probable effects of the movement upon the country. 

Apart from the views entertained abroad, the Japanese Government had its 
own conviction that^the adoption of a gold standard was a necessity for the sound 
development of our commerce and industries, and that the best way in which it could 
realize its e3q)ectations was through the currency reform legislation enacted in 1897. 
This legislation was the outcome of no hasty undertaking. It resulted from discus- 
sions in the Diet, and the deliberations and preparations of a special monetary com- 
mission, covering several years. 

COINAGE SYSTEM PRIOR TO 1897. 
During feudal times there was no uniformity in the currencies of Japan. 
Besides gold, silver and bronze coins minted by the Shogunate Government, all 
feudal lords had their own currencies differing from each other, designed for cir- 
culation within their respective provinces. But the worst feature was that almost 
all coins, national and feudal, were either debased or counterfeited. In fact, our 
currencies were in such a chaotic condition their reformation tinder a new system 
was fouad to be a matter of primary importance to the new administration as soon 
as the Imperial Government resumed power in 1868. 

Gold Standard Adopted in 1871. 

At the suggestion of Hirobumi Ito, who was then traveling in the United States 
as the Vice-Minister of Finance, and who latterly became a Marquis and Premier 
of Japan, the Imperial Government promulgated a coinage law in May, Ig?!, which 
was framed upon a gold standard. Under that law a gold coin weighing 25.72 
grains Troy (about IJ gi'ammes), 900 fine, was made the unit of value and was 
called a ** yen." There were four other denominations of gold coins, i. e., two, five, 
ten and twenty yen pieces. Their weights were multiplications of the unit, accord- 
ing to their respective denominations, the fineness being the same in all. One-hun- 
dredth part of a yen was called a ** sen " and one-tenth part of a ** sen " was called 
** rin," so that one hundred sens or one thousand rins equaled one yen. 

The silver subsidiary coins consisted of new pieces of four denominations, i, e., 
fifty, twenty, ten and five sens. 

The copper subsidiary coins consisted of one sen, one-half sen and one rin 
pieces. 

The values of old coins of different kinds were fixed by the new coinage law, 
although they were all to be withdrawn from circulation. 

The gold coins were all legal tender to any amount, and for any purpose. The 
silver coins were legal tender to the amount of ten yen, and the copper coins to the 
amount of one yen only. 

To accommodate the business transacted at the ports open to foreign commerce, 
a one-yen silver piece was coined. It contained 416 grains of silver, 900 fine, and 
was equal in bullion value to the Mexican dollar, which was in general circulation 
as the medium of exchange in the foreign commerce of the Far Eastern countries at 
that time. The mint was open to the free coinage of this silver yen, but it was not 
made a legal tender to be circulated in the interior parts of our country. The inten- 
tion Was to limit its use to the settlement of accounts with foreigners and the pay- 
ment of customs duties, tonnage dues, etc., by foreigners at the oi)en ports. To 
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facilitate computations, however, 100 silver yen were proclaimed to be equal in value 
to 100 gold yen pieces. 

Thus our monetary system was formulated on a gold basis at the very dawn of 
Modem Jax)an, but it proved a complete failure. 

Causes op the Failure to Maintain the Gold Standard. 

In 1871, at the time of the adoption of the gold standard, the Imperial Govern- 
ment was forced to issue an enormous amount of inconvertible notes (similar to the 
American greenbacks) to pay civil administration and war expenses required for the 
suppression of internal rebellions, and also to retire all the paper currencies issued 
by different feudal lords as a consequelice of the abolition of the feudal system. 

In 1873 the inflation of the paper currency was accelerated by the establishment 
of many national banks, after the American model, which issued a large amount of 
their own notes based on government bonds and redeemable only in government 
notes, which were themselves inconvertible. The results of these issues of paper 
currency were as follows : 

1. Paper currency, instead of gold coin, became the monetary standard of trade. 

2. Gold coin was quoted at a high premium in paper, and was driven out of 
circulation by the depreciated x)aper currency. In obedience to the natural law of 
money, i)oor money is always paid out and good money is always hoarded. 

3. There was a general appreciation in prices, which were always quoted in 
terms of depreciated paper currency, corresponding to the premium on gold. 

4. This caused farmers to form luxurious habits, and merchants and manu- 
facturers to develop a speculative spirit, as they did not retain the fact in mind that 
the rise in prices only represented the difference between the value of a paper and a 
gold yen. They were deceived to their injury by the fallacy of appreciating prices 
caused by the circulation of ** cheap money." 

5. The change in the habits and spirit of our people caused excessive importa- 
tions, which created an unfavorable balance of foreign trade, that had to be paid in 
coin. This took a large amount of gold and silver out of our country. 

Failure of Free Coinage of Both Gold and Silver at the Ratio of 16.17 

TO 1. 

In May, 1878, the Imperial Government, seeing the impossibility of maintaining 
the gold standard, and the inconveniences of our currency beitig different in kind 
from that which was in general use in the international commerce of neighboring 
countries, enacted a law making the silver yen a legal tender for any amount and 
purpose in any part of the country. This law put the silver yen on an equal footing 
with the gold yen. It abolished the single gold standard and adopted the double 
standard with the free coinage of gold and silver on equal terms at the ratio of 16.17 
tol. 

The object of this measure was to extend the circulation of the silver yen. But 
the attempt was made in vain, for silver was no more patriotic than gold. It went 
to a premium, owing to the excessive depreciation of our paper curi'ency, and dis- 
appeared from circulation, the same as gold did, driven out by the cheaper paper 
currency. 

The Imperial Government foimd it could not maintain gold and silver on a 
parity by admitting both metals to free coinage on equal terms at the ratio of 16.17 to 
1, on account of the gradual depreciation of the relative value of silver bullion, as 
compared with the gold, in the markets of the world. The appreciation of the gold 
and silver yen under free coinage stated in the terms of the depreciated paper cur- 
rency of our country was as follows ; 

1878 Gold 115.8 Silver 103.3 

1881 Gold 184 Silver 169.5 

This shows that paper currency was rapidly depreciating, and that gold and 
silver were gradually parting company. Under these circumstances both gold and 
silver coins disappeared from the circulation and only paper currency and some sub- 
sidiary coins were left to be used for the daily transactions of business. 
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The issue of government notes was stopped in 1879, and the issue of National 
Bank notes was suspended in 18«0. In 1881 the paper currency outstanding was aa 
follows : 

National Bank notes 34,396,818 yen 

Government notes 118,905,194 ** 

Making a total of 153,302,012 ** 

The condition of the treasury was as follows ; 

GJovemment notes outstanding 118,905,194 yen 

Gk)ld, silver and subsidiary corns in treasury reserve 12,699,576 ** 

REORGANIZATION OF CURRENCY SYSTEM IN 1881. 
In October, 1881, when the national currency was in such a morbid state and 
was working disastrous effects upon industries, commerce and the government 
finance, Count Matsukata, who is entitled to the credit of the successful reorganiza- 
tion of our currency system, was appointed Minister of Finance. At the outset of 
bis new administration he formed a plan for the remedy of existing conditions. 
He advised : 

1. That the circulation of government notes should be decreased. 

2. That the specie reserve of the treasury should be increased, aiming at the 
final redemption of all notes in specie. 

8. That, for the establishment of a sound currency system in our country, a 
strong central bank should be organized, with the exclusive privilege of issuing 
notes redeemable in specie on demand. 

4. That all government and national bank notes should be replaced with notes 
issued by the central bank. 

Organization op the Bank op Japan. 

In June, 1882, the Bank of Japan was organized according to Count Matsu- 
kata's plan. Its capital was first authorized at 10,000,000 yen, but it has recently 
been increased to 30,000,000 yen, which has been fully paid. 

The Bank of Japan was created to be the bank of banks in our country, and to 
serve as the fiscal agent, or financial organ, of the government. It was granted the 
exclusive right to issue notes payable in silver on demand. These notes are legal 
tender for any amount and purpose. Thev are authorized in seven denominations, 
i e., one, five, ten, twenty, fifty, one hundred and two hundred yen. Some of 
these denominations have never been issued. 

The bank may issue any amount of notes upon an equal amount of specie 
reserve, and is also authorized to issue them upon approved securities to the extent 
of 120,000,000 yen. In case of an emergency, however, the notes may be issued 
beyond the legal limit, with the permission of the Minister of Finance, upon 
approved securities, subject to a tax of 5 per cent at least. Thus the notes are 
made redeemable in species and the circulation is made elastic to meet the demands 
of the market. The first issue was made in May, 1885. 

Retirement op National Bane and Government Notes. 

In May, 1888, a law was enacted providing for retiring national bank notes, 
under which the national banks were directed to deposit with the Bank of Japan all 
legal reserves kept for the redemption of their notes, and also to make annual 
deposits to the same bank of 2i per cent of the outstanding circulation of their notes 
until they are all retired. On the other hand the Bank of Japan was ordered to 
create new redemption funds for national banks, with which the former was to 
redeem all the notes issued by the latter, according to the different arrangements 
made with each particular bank. Since then all national bank notes have been 
gradually withdrawn from the market. By a law passed in March, 1896, their cir- 
culation is prohibited after December 9, 1899. 

In March, 1890, a special fund was created for the redemption in silver of all the 
notes issued by the government, with the end in view of completely retiring them 
from circulation. This fund was comprised of 10,000,000 yen, which was appropri- 
ated from the gener^ reserve in the treasury and 22,000,000 yen to be borrowed froni 
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the Bank of Japan, and also some annual appropriations to be made out of the reve. 
Hues of the government. By the operation of the law regarding the nse of this fund 
the government notes have been gradually withdrawn, either in exchange for specie, 
•or the Bank of Japan notes, and the balance in circulation became so small that the 
Diet was warrsmted in passing a law in June, 1898, for prohibiting their circulation 
after December 31, 1899. 

There will be no paper currency in Japan, except the Bank of Japan notes, on 
and after January 1, 1900. 

Monetary System on a Single Silver Standard. 

By redeeming government notes in silver and authorizing the Bank of Japan to 
issue notes redeemable only in silver, which were made legal tender, the monetary 
system of Japan was established, in fact, on a single standard of silver, with the 
^silver yen as the unit of value, although the double standard of gold and silver, pro- 
viding for the free coinage of both metals at the ratio of 16.17 to 1, was still retained 
in law. All gold coins had been driven out of circulation by the depreciation 
in the bullion value of the silver yen. Silver, being the cheaper money, drove gold 
•out of circulation, just as paper, being the cheapest money, had previously driven 
both gold and silver out of use. The condition of the currency was greatly improved 
by the withdrawal of our depreciated irredeemable paper currency, and the issue of 
a currency redeemable in silver. But this proved to be only a half-way measure 
toward placing the monetary system of the country on a stable basis. 

The gradual depreciation and constant fluctuation of the commercial value of 
^ver, which was the actual standard of our monetary system since 1886, affected 
the economic condition of our country in no small measure. Particularly during 
1893 and 1893, when the most violent fluctuations took place in the value of silver 
bullion, the rates of our exchanges on Europe and America were subject to constant 
and violent fluctuations which became serious obstacles to business transactions 
between Japan and the gold standard countries. It was feared that the mainte- 
aiance of the silver standard might be inconsistent with the welfare of the country. 

THE ESTABLISHMENT OP THE GOLD STANDARD. * 
Monetary Commission Created. 

In October, 1893, the government appointed a Monetary Commission to investi- 
;gate the situation. It consisted of a chairman, a vico-chairman and twenty mem- 
bers, selected from high government officials, professors of the Imperial University, 
members of the Diet, and business men, who had technical knowledge and exp^- 
•ence about the currency. This commission was directed: 1. To investigate the 
causes and general effects of recent changes in the ratio of value between gold and 
^silver. 2. The effects of these changes upon the economic conditions of our country. 
3. Whether these changes would necessitate a reform of our coinage laws, and if 
so, what new standard of value should be adopted, and how should the change be 
•effected. It took twenty-two months to complete this work. After the most care- 
ful investigations and thorough discussions the commission made a voluminous 
report to the government in Julv, 1895. 

There were two opposite views among the members of the commission as to 
whether the effects of the depreciation of silver, taken as a whole, would be advan- 
tageous to our country or not. In taking votes the majority was on the negative 
^de, while the minority also admitted that the advantages to be derived from the 
-depreciation of silver could not be general and continuous. 

A majority of 8 to 7 were of opinion that the then existing currency system 
should be reformed sooner or later. Of eight members holding that view, six were 
in favor of a single gold standard, and two were in favor of a double standard of 
gold and silver for the new system. 

Count Matsukata Favored the Gold Standard. 

Although it was under his administration that our currency system was put on 
the actual standard of silver. Count Matsukata was also in favor of the re-establish- 
ment of a single gold standard. He says in his report on the recent currency reform: 

*'The policy of the government of redeeming its notes in silver naturally 
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resulted in the actual establishment of a single silver standard, but it was a stage 
we had to pass through in the consolidation of the currency system. In order to 
secure the economic development of our country it would be necessary for us to enter 
the economic community of the world, and for that purpose we should adopt a gold 
standard in accordance with the general tendency of the world." 

To adopt a gold standard and to bring about its successful operation, however, 
a large amount of gold was needed by the government. Owing to the difficulty in 
obtaining a necessary amount of gold the government hesitated to take any steps in 
that direction until a most favorable opportunity presented itself to the government 
upon the payment of the indemnity money by the Chinese Government. 

At the conclusion of the Japan-China war the Chinese Government agreed to- 
pay our government the sum of 200,000,000 taels as the war Indemnity, and another 
sum of 30,000,000 taels as compensation for the evacuation of Liao-tung Peninsula, 
and also 500,000 taels a year as a part of expenses for the occupation of Wei-hai-wei 
by our troops until the whole amount of the indemnity was paid. According to 
the terms of the original treaties these amounts were all to be paid in silver, a tael 
being a certain weight of silver bullion in China. 

Owing to the apprehension of the loss which would have resulted to our govern- 
ment from further depreciation of silver, and also owing to the desire to obtain a 
large stock of gold required for the re-establishment of a single gold standard, the 
Japanese Government opened new negotiations with the Chinese Government, pro- 
posing that the former would receive all the payments in English money in London, 
if it should be agreeable to the latter. This proposition was accepted with no hesita- 
tion, for the Chinese Government was borrowing money in Europe to pay our gov- 
ernment, and the payment in English money in London saved the former from the 
loss to be caused by the temporary appreciation of silver attending any large pur- 
chase of that metal at one time, and also from exx)enses for the transportation of 
the bullion from Europe to Japan. Thus, the payment of the total sum of £38,882,- 
884, as equivalent of the whole amount due from the Chinese Government in conse- 
quence of the war, was completed on May 7, 1898. The payments received up to 
May 8, 1897, about five months before the new coinage law went into effect, 
amounted to £25,788,589. All the payments were deposited with the Bank of Eng- 
land. This placed our government in a position to control more gold than it 
required for the re-establishment of a single gold standard in our country. 

The Gold Standard Adopted. 

In September, 1896, Count Matsukata, as Minister of Finance, decided to com- 
plete his long contemplated monetary reform and gave instructions to the Bank of 
Japan, the fiscal agent of the government, for the importation of gold as a prelim- 
inary step. 

On March 1, 1897, the government introduced into the Diet a bill for a new coin- 
age law framed upon a single gold standard of value. Count Matsukata made long- 
and exhaustive speeches in support of this measure in both houses of the Legislatm*e. 
After speaking of the history of our currency system, the effects of the gradual 
depreciations and constant fluctuations of silver in recent years upon the economic 
condition of our country, and of the general tendency of the civilized world to the^ 
adoption of a gold standard, he explained the necessity and advantages of the pro- 
posed change and also the general plan by which it was to be carried out, and sup- 
ported his argument with the conclusion of the Monetary Commission in favor of 
the reform of the monetary system upon a gold standard. 

The bill passed the Diet with no modification on March 23, and was promul- 
gated as a law with the Lnperial sanction on March 26, 1897. By its terms it was to 
go into effect October 1, 1897. 

At the same time laws were enacted under which both the Bank of Japan notes, 
and the government notes still remaining in circulation were made redeemable only 
in gold, instead of silver, on and after October 1, 1897. This required the specie- 
reserve of the Bank of Japan, for the redemption of its notes, to be kept in gold, 
though silver was also allowed to be kept as a part of the reserve to the extent not 
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exceeding one-fonrth of the whole amount, following the example of the Bank of 
England. 
The New Gold Yen the Equivalent in Value op the Old Silver Yen. 

One of the most important problems in framing the new coinage law was, What 
^onld be the new unit of value ? It was decided to be half the mint value of old 
one-yen gold piece, which contains about one and one-half (H) grammes of pure 
gold. Article 2 of the new coinage law is as follows : ** The weight of two fun of pure 
gold shall be the unit of value and called a yen." 

Shortly before this law was enacted the average relative value of gold to silver 
bad been 32 to 1, while the gold and silver yen pi^es outstanding were minted under 
the coinage law of 1871 at the ratio of 16.17 to 1. The government, in fixing the 
weight of the new gold unit and establishing the ratio between gold and silver for 
the new coins at 32.34 to 1, expected that it would be equalized to the bullion value 
of the silver yen piece, in course of time, through further depreciation of silver. 
The purpose was to effect the change in the weight of the unit of value and substi- 
tute a single gold for a single silver standard without affecting the prices, wages, 
debts, burdens of taxes and other economic conditions existing at the time, and to 
circulate temporarily the new gold coins and the silver yen pieces at par, and the 
old gold coins at the double value of their respective denominations,' and to finally 
retire the silver yen pieces from circulation i:i exchange for the new gold coins. 

This was made possible because, when the monetary system was based on the 
silver yen, under a law admitting silver to free coinage and making the silver yen 
coin legal tender for all purposes, the purchasing value of the silver yen was de- 
termined by the laws of trade at its bullion value only. The fact that the bullion 
had been minted into a legal tender coin added nothing to its purchasing value. 
All prices in Japan at this time, and all values, were expressed in terms of the silver 
yen. As a result, prices fluctuated with the fluctuations in the world value of silver 
bullion. These fluctuations created uncertainty in financial and industrial calcula- 
tions and were a heavy handicap against those engaged in foreign trade or in the 
production of commodities sold in foreign gold standard countries. The losses, and 
the general unsettling of all prices and contract obligations, caused by fluctuations 
in the purchasing value of the silver yen, which was the legal tender unit of value, 
issued by the mint under a law admitting both gold and silver to free coinage at the 
ratio of 16.17 to 1, compelled the adoption of a single gold standard as the only way 
in which the monetary affairs of the country could be placed on a stable basis. By 
adopting for the new gold unit of value a weight, making its bullion value equal to 
the bullion value of the silver unit it was to displace, the change of standards was 
made without affecting prices, wages, or any contract obligation, and the monetary 
system of our country was at once relieved from the disastrous effects of a fluctuat- 
ing standard, and correspondingly benefited by securing instead the stability given 
by a standard in which no fluctuations are perceived because it is at par with the 
standard of value of the civilized world. 

Under the new law the smallest gold coin is a 5 yen piece. Its size and mint 
value is nearly equal to a quarter eagle piece of United States) money. 

How the Change in Coinage Circulation Was Effected. 

As soon as the new coinage law was enacted the government commenced to 
mint the new gold coins, using for this purpose the stock of gold which had been 
purchased from Europe out of the indemnity money. On the date when the new 
law went into effect, October 1, 1897, new gold coins had been struck to the amount 
of 49 587,160 yen, and were ready to be exchanged for silver yen pieces. 

With this stock of new gold coins on hand, and the continued activity of the 
mint in striking additional coins to supply future demands, the government com- 
menced the exchange at par of new gold coins for old silver coins, on the day the 
new coinage law was brought into full operation upon the application by the public 
to the Central Treasury in Tokio. Applications could be made through the agen- 
eies of the Bank of Japan at Yokohama and Kobe, and also through district 
treasuries in different parts of the country. 
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In order to effect a qnick withdrawal of the silver from circulation, and to pre- 
vent any premium on either coin from coming into existence, all the silver yen 
pieces held by the Bank of Japan and the Yokohama Specie Bank, the two largest 
depositories of the silver coins in the Empire, were exchanged for the new gold 
coins on the very first day of the operation of the new law. The Bank of Japan 
was also instructed to induce all the foreign banks in the open ports to have their 
holdings of the silver yen exchanged for the new gold coins and to make their jwiy- 
ments in gold as the Yokohama Specie Bank on and after October 1 , 1897. 

On account of the continued depreciation in the value of silver bullion, the value 
of the coins was not maintained at the mint ratio of 32.34 to 1, and there was serious 
apprehension on the part of the government that counterfeited pieces might be im- 
ported and presented for exchange, to secure the difference in bullion value between 
the new gold and the old silver coins. To avoid this danger a law was enacted pro- 
hibiting the circulation of the silver yen after April 1. 1898, and another law limit- 
ing the time in which an exchange of 'old silver coins for new gold coins could be 
made at par, to July 81, 1898. 

To facilitate the complete withdrawal of silver within the limited time, silver 
coins were received at par with gold in the payment of taxes and other payments to 
the government, even after the prohibition of their circulation as currency. They 
were also made exchangeable tor any available currency at different district 
treasuries. 

The exchange of old silver yen pieces for new gold coins at par commenced 
October 1, 1897, and closed July 81, 1898. During this time the total withdrawal 
of silver amounted to 45,588,SJ69 yen, of which 88,648,297 yen was exchanged by 
direct means. 

The account of silver yen pieces at the end of the time allowed for their 
exchange stood as follows : 



Total amount of isBue 


Yen 460.904 

99,608.740 

11,028.688 

5,732,027 

46,588.369 

162,318,678 
2,815,087 

165,133,710 


Yen 165,188,710 


Melted and reeolned 


Net export 




Spent in China durin;^ the war 




Circulation In Formosa 




Bzchang^ for the gold colna 




Total 




Balance 








Grand Total 


165,188,710 



The balance of 2,815,037 yen is supposed to have been lost, destroyed, or taken 
abroad by travelers without notice of customs authorities. 

In addition to the silver yen pieces thus exchanged for the new gold coins there 
were outstanding certificates for the delivery of silver yen pieces issued by the mint 
against silver bullion which had been deposited with it for coinage before the new 
coinage law was enacted. The government was bound to deliver to the holders of 
these certificates a total of 29,505,453 pieces of silver yen. Under the oi)eration of 
the new coinage law these certificates were redeemed in the new gold coins, except- 
ing a few that were exchanged for Bank of Japan notes. The silver bullion repre- 
sented by these certificates was minted into subsidiary coins during the interval 
between the enactment and the operation of the new coinage law. 

Including the uncoined with the coined silver, the total withdrawal of silver 
amounted to 75,093,822 yen. 



FINAL DISPOSAL OF SILVER RECEIVED IN EXCHANGE FOR GOLD. 

When the new coinage law was introduced into our Diet in March, 1897, there 
was some speculation among foreign bankers and silver bullion dealers concerning 
the final disposal by the Japanese Government of the silver to be withdrawn from 
circulation. The government disposed of its stock of silver in three ways : 

1. By recoinage into subsidiary coins; 
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3. By sale; 

3. By exportation for circtQation. 

Disposal by Recoinage Into Subsidiary Coins. 

Count Matsnkata held an opinion that the use of metallic money in small trans- 
actions in daily life is one of the most important safeguards for maintaining the 
stability of a monetary system. Acting upon this view, the government decided to 
have the Bank of Japan withdraw all of the one-yen notes issued by that institu- 
tion, which amounted to over 66,000,000 yen on March 31, 1897, and substitute for 
them a new issue of subsidiary silver coins, there being no one-yen gold coin author- 
ized by the new coinage law, as it would be too small for practical use. An increased 
circulation of subsidiary coins was also to be necessitated by the withdrawal of the 
old yen silver pieces. 

On March 31, 1897, the outstanding subsidiaiy coins of all kinds amounted to 
only about 41,000,000 yen, against outstanding standard legal tender coins and cur- 
rencies amounting to over 238,000,000 yen. The shortage of subsidiary coins was 
felt all over the country; consequently, the government planned to increase the sub- 
sidiary coinage by 40,000,000 yen and within a few years to follow with the with- 
drawal of silver yen pieces and one-yen bank notes. To strike these subsidiary 
coins 27,567,011 yen in face value of the silver withdi-awn from circulation was 
taken by the mint at its own bullion values. 

Disposal of Silver by Sale. 
Toward the end of 1897 there was an unusual stringency in the money markets 
at Hongkong and Shanghai, owing to the scarcity of currency. The government 
sought to avail itself of this opportunity to dispose of some of its stock of silver at 
those places. The attempt proved a success and the sale of large amounts was 
effected. At the same time a good deal of the old silver was sold to foreign banks 
in Japan to be shipjied to the same points. 

Disposal by Exportation for Circulation. 
Some part of the withdrawn silver was sent to Corea for circulation in that 
country. Some of it was sent to Wei-hai-wei to pay a portion of the expenses of 
our troops occupying that place, and some to Formosa for circulation at an official 
rate to be fixed from time to time. The inhabitants of Formosa had been so long 
accustomed to the use of silver in their daily transactions that it could not be dis- 
pensed with at the time the new coinage law went into operation. 

All silver withdrawn from circulation was disposed of as described by the close of 
1898. But, while the government exchanged the new gold coins for old silver coins 
at par, it was obliged to dispose of the silver at its bullion value. As the value of silver 
bullion depreciated a great deal since the adoption of the single gold standard by our 
country, the proceeds of the entire withdrawal did not reach the amount of its face 
value at which it was received in exchange for gold. The loss sustained on this ac- 
cotmt was 5,397,587 yen. The seigniorage in minting subsidiary coins out of the 
withdrawn silver, however, completely covered this loss, and, in addition, all of the 
expenses attending the withdrawal and disposal of the old silver. In fact, a small 
surplus was the net result of these transactions. * 

The accounts of the withdrawal and disposal of Japan's silver may be sum- 
marized as follows : 

withdrawal of the silver. 



Exchanged for gold coInB by direct means 

Exchanged after received as Government Revenues 

Do.in Formosa 

Certificates of delivery of coins redeemed In gold coins 

Do. redeemed In the Bank of Japan notes before October 1, 1897, for coinage ot 

subsidiary coins 

Total 



Yen 88.648.297 
3.977,099 
2,962,973 
25.678.148.840 
8.827,304.202 



75,093.822 042 
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DISPOSITION OF THE SILVER. 



Taken to the Imp. Mint.... 
Bold at Shanghai 

*• •• Hong-Koug 

To Foreign Banks 

Sent to Formosa 

" •• Wei-hal-wel 

•• •• Korea 

Total 



Face Value. 



27,567,t>11.584 
17,546,288.428 
15,828,000 
7.417,374 
6.212,978 
197,175 
330,000 



75.093.822.042 



Net Proceeds. 



26,084.821.668 

16,770,718.238 

14,752.095 109 

6,786,652.426 

6,881886 

195,000 

826.618.857 

69.696,240.608 



Loss. 



1,532,190.021 

1,776,570,190 

1,070.904.891 

631,721.604 

881,687.840 

2.176 

8.381.648 

5,397.681.180 



PROFIT AND LOSS AfXOUNT. 



Total loss In sale 

Expenses for the withdrawal and sale 

The seigniorage in the fiscal year ending March 31, 1898. 
The seigniorage in the fiscal year ending March 31. 1899. 
The balance representing surplus profit 



Yen 5,897,581 
165,780 

98.649 


Yen 2,086.860 
3,616,100 


5,651.960 


5,651.960 



The withdrawal of the standard legal tender silver coins of Japan was com- 
menced October 1, 1897, and completed December 31, 1898. This silver was disposed 
of withotrt loss to the government in spite of the striking fall in the value of silver 
beyond the calculation of the government at the time the new coinage law was 
framed and enacted. It is doubtful if a more brilliant and successful financial under- 
taking is recorded in the annals of any goverment. 

In the execution of the purpose to change the monetary standard of Japan from 
a single silver to a single gold standard. Count Matsukata and other statesmen in 
charge of affairs exercised admirable tact and ingenuities by which the government 
secured an abundant supply of gold required to establish the new standard ; the 
withdrawal of the silver yen in exchange for the new gold coins was completely 
effected within a short space of time, and all the silver withdrawn from circulation 
was promptly disposed of without loss to the treasury. More remarkable than this, 
and much more important to the welfare of our country, is the fact that this vital 
and far-reaching change in the monetary position of Japan among nations enjoying 
the highest degree of economic development was accomplished without creating any 
disturbances to the money market of our country, and without affecting prices, 
wages, relations between debtors and creditors, the burdens of taxation, or any other 
existing economic condition. A statement of these fact^is the highest tribute that 
can be paid to the ability and far-seeing judgment of those who advised and executed 
this purpose. In our reformed monetary system, which touches and promotes the 
welfare of every person, they have erected a monument of high honor for them- 
selves and for our country. 



EFFECTS OF THE ADOPTION OF A SINGLE GOLD STANDARD UPON 
INDUSTRY AND COMMERCE. 

It is a difficult task to state the exact nature and extent of the effects upon 
industry and commerce of the adoption of a single gold standard since October 1, 
1897. The period of experience is short, and short as it is, it covers abnormal disturb- 
ances of economic conditions, caused by the war with China, a poor rice crop, and 
the enforcement of a new tariff law raising import duties. There is no doubt, how- 
ever, that the coinage law is working satisfactorily and giving benefits to our indus- 
tries and commerce, as well as to the government finances. 

Prices have ceased to fluctuate with the ups and downs of the silver market as 
they did in former times. The elimination of that risk from business calculations is 
resulting in a sound development of our indusiries and commerce. This fact is 
clearly shown by the enormous increase within the last two years of the clearings of 
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associated banks in ToMo and Osaka, the two great centers of business activity in 
our country ; in the favorable condition of our foreign trade ; the stability of prices 
for agricultural products and the wages of labor. In all domestic dealings t he pur- 
chasing power of the money used for payment is at par with that in use by the 
nations enjoying the highest economic development. This places those engaged in 
agriculture and manufacturing, the wage-earners and the consumers of imported 
commodities, on a footing of equal advantage with all gold standard countries, and 
secures for them every advantage that gold standard countries have monopolized in 
dealing with silver-using countries. In fact, no effect of the adoption of the single 
gold standard is more noticeable than the benefits realized by merchants engaged in 
business between Japan and other gold standard countries. With the adoption of 
the gold standard the exchange rates between those countries and our own became 
stable and ceased to fluctuate with the silver market of the world, which has been 
so unstable and disturbed in recent years. The stability of the exchange rates di- 
minished the risk in international transactions and enabled the merchants to carry 
on their business with more reliable calculations. This benefit to the export mer- 
chants communicated itself through them to those engaged in agriculture and 
manufacturing, producing the commodities that enter into our export trade. 

Under the operation of new treaties, and the stability of our monetary system, 
European and American capitalists are becoming interested in Japan. This Imks 
our coimtry with the great financial centers of the world. Our standard of value is. 
identical with that of all nations from which emanate the energy, skill, genius, and 
financial ability to conceive and carry out the great undertakings that develop and 
make available for the use of the world the natural resources of all ccuntries. 
Japan now offers a field for enterprise which invites capital on the same monetary 
terms as to the standard of value for all payments present and deferred, as are 
offered by those countries that are competing for the commercial supremacy of the 
world. All barriers to foreign investments in Japan have been removed, uncer- 
tainties regarding the unit of value in its monetary system have been eliminated, 
and Japan has risen from an inferior silver-using nation to equal rank with all 
nations that are controlling factors in industrial development of the world. 

Effects of the Adoption of a Single Gold Standard upon Public 

Finances. 

When public revenues and expenditures were estimated by a silver standard, 
which was subject to frequent changes in its real value from causes over which the 
government had no control, serious losses were caused by a fall in the silver market, 
making large gaps between the budget and actual expenditures and revenues at the 
end of every year. The government has been saved from the losses it formerly sus. 
tained from a fall in silver, on foreign payments of contracts for ship-building and 
other purposes. Its bonds are now in demand at a decreasing interest rate. Ita 
credit is now so firmly established that it can command whatever funds it may at- 
any time require. This gives a firm basis for confidence in private industries and 
commerce. The experience of nations demonstrates the fact that confidence in the 
stability of private industries and commerce, which is the very soul of private credit, 
cannot exist under a government which is itself suffering from a depreciated credit. 
By redeeming its depreciated paper currency, both government and national bank 
notes, in silver, which was at that time the standard of value, and substituting 
therefor legal tender notes of the Bank of Japan, specificially redeemable in silver, 
and then by exchanging at par all silver coins for new gold coins, and the notes of 
the Bank of Japan redeemable in silver for notes specificially redeemable in gold, 
the government of Japan has placed the private and public credit of the Empire 
ni>on a i)ar with that of all enlightened nations. It has used its sovereign power 
for the benefit of its people in a way that demonstrates the possession of the highest 
intelligence, financial skill and sense of honor by those responsible for the administra- 
tion of public affairs, by those who formulate and guide public opinion, and by a 
loyal people, inspired by an undoubting faith in the high mission and destiny of our 
country. ^,g,^,^^^ ^^ vjOOgk 
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APPENDIX. 

NEW COINAGE LAW OF JAPAN. 
Following is a correct translation of the full text of the new coinage law of 
Japan which went into effect October 1, 1897: 

LAW OP CURRENCY. 

Article 1 . The right of minting and issuing coins is vested in the government. 
Art. 2. The weight of 2 fun of pure gold shall be the unit of value and called 
a yen. 

Art. 3. The varieties of coin shall be as follows: 

GOLD COINS. 

Pieces of 20 yen, 10 yen and 5 yen. 

SILVER COINS. 

Pieces of 50 sen, 20 sen and 10 sen. 

NICKEL COINS. 

Pieces of 5 sen. 

COPPER COINS. 

Pieces of 1 sen and 5 rin. 

Art. 4. The decimal system shall be adopted for the purpose of calculating coins. 
The hundredth part of a yen shall be called a sen ; and the tenth part of a sen shall 
be called a rin. 

Art. 5. The composition of the coins shall be as follows : 

GOLD COINS. 

Nine hundred parts of pure gold to 100 i)arts of copper. 

SILVER COINS. 

Eight hundred parts of pure silver to 200 parts of copper. 

NICKEL COINS. 

Two hundred and fifty parts of nickel to 750 parts of copper. 

COPPER COINS. 

Nine hundred and fifty parts of copper, 40 parts of tin, and 10 parts of zinc. 
Art. 6. The weights of the coins shall be as follows : 



Denominations. 



Momme. 


Grammes. 


4.4444 


16.6665 


2.2222 


8.3333 


l.llll 


4.1666 


3.5942 


13.4783 


1.4377 


5.8914 


0.7188 


2.6955 


1.2441 


4.6654 


1.9008 


7.1280 


0.9.504 


3.5640 



20 yen Gold Piece.... 
10 yen Gold Piece.... 

5 yen Gold Piece...., 
60 sen Silver Piece .... 
20 sen Silver Piece ... 
10 sen Silver Piece... 

5 sen Nickel Piece... 

1 sen Copper Piece., 

5 rin Copper Piece.., 



Art. 7. Gold coins shall be legal tender to any amount ; silver coins shall be 
legal tender to the amount of ten yen ; nickel and copper coins shall be legal tender 
to the amount of one yen. 

Art. 8. The foi-ms of the coins shall be fixed by Imperial ordinance. 

Art. 9. The legal remedy of fineness shall be y^tt^ i^ case of the gold coins 
and tAtf ^^ case of the silver coins. 

Art. 10. The legal remedy of weight shall be as follows : 

Twenty yen gold coin : 0.00864 mommQ (0.0324 gi-ammes) ; or 0.83 momme 
(3.1125 grammes) in 1,000 pieces. 

Ten yen gold coin : 0.00605 momme (0.02269 grammes); or 0.62 momme (2.325 
grammes) in 1,000 pieces. 

Five yen gold coin : 0.00432 momme (0.0162 grammes) ; or 0.41 momme (1.537fif 
grammes) in 1,000 pieces. 

In case of the silver coins, the legal remedy of weight shall be 0.02592 momme 
<0.0972 grammes) for each piece ; or 1.24 momme (4.65 grammes) in each 1,000 pieces 
of 50 sen; 0.83 momme (3.1125 grammes) in each 1.000 pieces of 20 sen; and 0.41 
monmie (1.5375 grammes) in each 1,000 pieces of 10 sen. 

Art. 11. The minimum circulating weights of the gold coins shall be as follows : 



Denominations. 



Momme. 



Grammes. 



20 yen Gold Coin 
10 yen Gold Coin 
5 yen Gold Coin 



4.42 
2.21 
1105 



16.575 
8.2875 
4.1438 
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Art. 12. If, in consequence of friction from circulation, any of the gold coins 
fall below the minimum circulating weight, or if any of the silver, nickel and cop- 
per coins become visibly reduced, owing to the same cause, or if any coins become 
inconvenient for purposes of circulation, the government shall exchange such coins 
for others, of the same face value, without making any charge. 

Art. 13. If the design upon a coin becomes difficult to distinguish, or if it has 
been privately restampied, or otherwise defaced, it shall be regarded as unfit for cir- 
culation. 

Art. 14. Should any person bring gold bullion and apply to have it minted into 
gold coin, the government shall grant the application. 

Art. 15. The gold coins already issued shall circulate at twice the face values of 
the gold coins issued under the provisions of this law. 

Art. 16. The silver yen already issued shall be gradually exchanged for gold 
coins, according by the convenience of the government, at the rate of one silver yen 
for one gold yen. 

Pending the completion of the exchange referred to in the last paragraph, silver 
yen pieces shall be legal tender to an unlimited extent, at the rate of one silver yen 
for one gold yen ; and the susx)ension of their circulation shall be notified six months 
in advance by Imperial ordinance, Any of these coins not presented for exchange 
within a period of five years, reckoned from the day on which their circulation is 
suspended, shall be reg^irded thenceforth as bullion. 

Art. 17. The 5 sen silver coins and the copper coins already issued shall con- 
tinue in circulation as before. 

Art. 18. From the day of promulgation of this law, the coinage of silver yen 
shall be stopped, but this restriction shall not apply to silver bullion intrusted to the 
government for coinage prior to that date. 

Art. 19. All previous laws or ordinances conflicting with the provisions of this 
law are hereby repealed. 

Art. 20. With the exception of Art. 18, this law shall go into operation from 
the first day of the tenth month of the thirtieth year of Meiji (October 1 , 1897). 

OFFICIAL RECORD OF COINAGE AND CURRENT EVENTS, FROM 1871 
TO 1898, INCLUSIVE. AFFECTING JAPAN'S COINAGE AND CUR- 
RENCY ISSUES AND CIRCULATION. 

1871 — May— Coinage law promulgated formed upon a gold standard 

1871 — Large issues of inconvertible notes to circulate as curi'ency was made by the 
Imx)erial Government. 

1873 — ^National banking system established, after American model. 

1878 — May — Law enacted making silver yen legal tender for any amount and pur- 
I)ose in any part of the country, and admitting silver to free coinage with 
gold at the ratio of 16.17 to 1. 

1879— Issuing of paper currency by the Imperial Government susx)ended. 

1880 — Issuing of paper currency by national banks suspended. 

1881 — October— (3ount Matsukata became Minister of Finance. Advised decrease 
of government notes ; increase of Treasury reserves in specie ; the redemp- 
tion of government notes in specie ; the organization of a central bank ; 
replacing of all paper currency with notes of the central bank. 

1882 — June— Organization of the Bank of Japan. 

1883 — May — Law enacted providing for retirement of national bank notes. 

1885— May—First issue of notes by Bank of Japan. 

1886 — January 1— Commenced redemption of government notes in silver. 

1890— March— Special fund created fbr the redemption in silver of all government 
notes. 

1893— October— Appointment of Monetary Commission. 

1895 — July— Report of Monetary Commission recommending the adoption of a single 
gold stajidard. 

1896 — March— Law enacted prohibiting circulation of national bank notes after 
December 9, 1899. 

1896 — September — Instructions to Bank of Jai>an to import gold to prepare for 
adoption of gold standard. 

1897— March— Enactment of a new coinage law, making a gold yen the unit of 
value. Introduced March 1. Enacted March 23. Promulgated March 26, 
to go into operation October 1, 1897. 

1897 — ^March— Government notes and Bank of Japan notes made redeemable in 
gold only with the operation of the new coinage law. 

1897 — October l^New coinage law went into operation. 

1897 — October 1— Exchange of new gold coins for old silver coins at par com- 
menced. Closed July 31 , 1898. 

1898 — April 1 — Circulation of silver yen prohibited. 

1898 — June— Law enacted prohibiting circulation of government notes after Decem- 
ber 31, 1899. 

1898 — ^December— Disposal of accumulated stock of silver completed. ^ j 
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Sound Currency. 



A monthly publication devoted to setting forth accnrate and timely informa- 
tion npon currency questions. It is intended to cnltivate sonnd thinking among 
the people npon the absorbing issue of currency reform. Vol. I., published in 1891, 
is now out of print. Vols. 11., HI., IV. and V. were issued as a semi-monthly pub- 
lication at $1.00 per volume. 

The Subscription price per year is 50 cents ; in clubs of 10 or more, 35 
cents; and in clubs off 35 or more, 35 cents. 

Per Per P-r 

The Numbers of Yolume YI. are : No. 100. 1,000. 

1. BRANCH BANKING AND DISCOUNT BATES. B.M.Bre|:kenridKe. 16 pp. $0.06 $2.00 $10 00 

8. BOND ISSUES AND THE GOLD BESERVE. W. M. Barke. 16 pp 06 2 00 lO.OO 

8. A MONETARY <:;HR0N0L0GY. 16pp 06 S.00 lO.OO 

4. BANK NOTES AND BRANCH BANKS : A Ri^.VIEW OF THE COMPTROL- 
LER'S OBJECTIONS TO CURRENCY REFORM. B. M. BreokeDridRe. 

8pp 06 1.00 5.00 

fi.GRESHAM'S LAW AND BIMETALLISM. Henry Dmmins MacLeod. 16 pp. .06 2.00 lO.OO 
«. THE SPANISH SILVER DOLLAR IN MASSACHUSETTS : AN EXAMPLE 

OF GRB8HAM*8 LAW. Charles H. Swan, Jr. 8pp .06 1.00 6.0O 

T. MONETARY REFORM IN RUS8LA. H. Parker Willii. 82pp 05 8.00 16.00 

a THE AUSTRIAN MONETARY REFORM. H. Parker WUUs. 16 pp 06 2.00 10.0» 

e. THE PRINCIPLES OF A BANKING CURRENCY. Charles A. Conant. 16 pp. .06 2.00 10.00 

la DEPOSIT CURRENCY. L. CarroU Root. 16pp 06 2.00 10.00 

11. THE FARMER'S INTEREST IN THE BANKING QUESTION. L. Carroll 

Root. 8pp .06 1.00 6.00 

la. BANKING AND CURRENCY. LjmanJ.Gage. 8pp 06 1.00 5.0O 



"Sound Currency Red Book 1896^ 

SOUND CURRENCY, 1896. A compendiTiin of Accnrate and 'E^^ylSormMaa 
on Cnrrency Qnestions, intended for Writers, Speakers and Students. New 
York: Reform Club Sonnd Currency Committee, 1896. Pp. zxxn.+626. 
8vo. Paper, $1.00 ; Cloth, $1.50 ; Half-Morocco, with gilt top, $2.00, (See 
Speeial Offer below.) 

This volume is a compilation of the issues of Sound Cubrency prior to Aug. 1, 
1896, most useful for reference. It contains 81 distinct chapters, each written by an 
ex];>ert in the subject with which it deeds, and will be found a thoroughly comjjre- 
hensive and accurate handbook. It is carefully indexed and has a full analytical 
Table of Contents. 

' ** Thin book is a yeritable araenal of uii<iD8«rerable facts, It will be of great yalue to all those 
who intend to write or speak on the money question. Its text, where not taken from statutes and 
official documents, is bv men who have established reputations for a pecuUar kn^vwledse of the sob- 
Jects upon which they haye written.*'~iV. T. Times, 



SPECIAL OFFBB. 

To get copies of this work into the handir. of interested persons at once, it has 
been decided to offer the remaining copies of this work, until the supply is 
exhausted, at one-half th« refnilar prices. Though published two years ago, 
the character of the book is such that practically every x>ortion is of permanent 
value. 

Speeial prices: Paper, 60c.; Cloth, 76c.; Half-Morocco, $1.00. 

Postaere or ezpness chars^es, 22 cte, additionaL 



Remit by New York draft or Post Office or Express money order paya- 
ble to the order of Lawrence E. Sexton, Chairman Executive Committee. 
Postage stamps will be received for amounts less than (i.OO. 



SOUND CURRENCY COMMITTEE, 63 William Steebt, New Yoek Citt. 
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PuBUSHBD Monthly by the Sound Cdrrkncjy Committkb oI ra« JftiJFOBii *Ocp^. ' , " 
Entbbbd as Second-Class Matter at the New York, N. Y., Post-Opficb. 
Publication Office, No. 52 William St., New York City. 



Vol. VII., No. 3. NEW YORK, MARCH, 1900. {llS^^p^Si'ScSS: 



Single Copies, 5 Cents. 



Each number contains a special discussion of some Sound Currency question. 



** Personally, after considerable study of the subject, I am firmly of the opinion 
that we should move away from a political currency towards a business currency; 
away from an inelastic and unresponsive currency towards one which is elastic 
and which responds promptly to the demands of business; away from the expen- 
sive currency which necessitates high interest rates to the currency which will give 
us, as a people, the best interest rates in the world.'* 

'* One great reason for retiring the greenbacks-^ne that has not, so far as I 
know, been clearly brought out— is that, being a credit instrument in form and 
partly in substance, they yet fail to perform and stand in the way of the perform- 
ance of the chief function of a credit instrument, namely, to effect a reduction of 
interest rates. It must not be forgotten tbat there are borrowers as 
well as lenders in this country. A proper system of credit instrumenti 
and agencies helps to lower interest rates,'' 
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. ^ BANK NOTE CURRENCY. 

.V. :5-: ftaJ^ESiifi^liJ'ci op notes is a personal right. 
• • • ••• • • • •• ,-j •,• •,• 

^ ^If a farmer needs a team of horses to put in his crop but has not at the time the 
lrfejhs:t9.pay: f^r\he;t^tf|i>, rfndif a neighbor has a team which fills the bill and 
which-htela wilMh^.toSlZAthft^armer have on his written promise to pay at a specified 
tim^ in.tke futjise, .whose permission would you deem it necessary for the farmer to 
ask lfefcni^;hniiglfpJiolfe and closing the deal? Does anyone believe that the per- 
mission oTany pufelid tifficer should first be secured? Does anyone need to be told 
that the right to issue that note is am inherent personal right of the farmer? 

Suppose that three or four farmers conclude that they would like to buy and 
operate a threshing machine, but have not the means at hand to pay for one. Sup- 
pose that the threshing machine company is willing to let the men have the machine, 
to be paid for later, taking in the meantime their written promise to pay. Whose 
consent should those men be required to get before giving their joint note ? Is there 
anything necessary except that they give the note voluntarily and that with equal 
freedom of choice the machine company accepts it ? 

Take the case of a co-operative creamery company which needs a new piece of 
machinery which it cannot at the time pay for. Suppose that a company which 
manufactures such machinery is willing to let the creamery company have the nja- 
chine, taking its note, properly signed by the officers of the company, whose busi- 
ness is it? Whose consent is needed other than that of the creamery company and 
that of the machinery company ? 

Suppose tliat the farmer who in the first illustration sold the team, taking the 
other farmer's note, wishes to buy a flock of sheep from a third party and that third 
party is willing to accept in payment the note of the farmer given for the horses. 
Whose permission should be asked before the trade is made ? Is it not evident that 
the note could be passed on from one person to another as a means of effecting ex- 
changes, the condition being that each party to each transaction proffered or 
accepted the note of his own free will ? 

Would it alter the case any if the note were one payable on demand instead of 
at a future time ? Certainly not. Would it alter the conclusion if the note were 
issued by several people jointly and payable on demand? Most assuredly not. 
Would it invalidate our conclusion as to the inherent right of note issue if the note 
were made payable on demand and were issued by a company, say by a creamery 
company ? Certainly not. Would it be considered a detriment to the note or an 
objection to its issue if the company issuing it kept itself at all times ready to pay on 
demand, as promised ? Hardly. But the only kind of a company which, in the 
nature of things, can keep itself at all times ready to meet its demand obligations 
is a bank. Therefore what ? 

It will be found upon examination that legislation in relation to banks does not 
confer privileges but restricts or limits natural rights. 

THE EFFICIENCY OF BANK CURRENCY. 
Bank deposits (transferred by checks and drafts) and bank notes constitute by 
far the most important part of our currency. For example, on January 1, 1898, the 
total volume of our currency was as follows : 

Gold coin and certificate $584,126,049 

Silver coin and certificates 503,906,973 

Government demand notes 409,239,863 

Total Government currency $1,497 ,272,885 

National-bank notes $223,827,755 

Depositu subject to checic 3.210,705,758 

Total bank currency $3,434,563,513 

In the above table the " deposits subject to check" are those in national, State 
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and private banks This does not include deposits in savings banks or other depos- 
its not subject to check. 

The volume of bank currency, therefore, is more than double that of govern- 
ment currency. Moreover, it does an immensely larger proportion of the actual 
work of commerce. The last investigation of the Comptroller of the Currency to 
determine the relative usefulness of our various forms of money and currency, made 
' July 1, 1896, showed that of every $100 of business transacted through the banks 
the several forms were used in the following proportions : Gold, 60 cents ; silver, 50 
cents ; greenbacks, silver certificates. Treasury notes and national-bank notes, $6.30 ; 
bank checks, drafts, etc., $92.50. The clearing-house returns of the country show 
that the bank checks and drafts constitute a currency which annually performs 
exchanges of property to the amount of over $50,000,000,000 ; and a great many 
checks, estimated at $20,000,000,000, are used as currency every year which do not 
go through the clearing houses. 

WHY THERE ARE LIMITATIONS ON BANK-NOTE ISSUES. 
No one would think of objecting to a bank's receiving deposits payable on de- 
mand on presentation of checks. But the bank note is simply a demand obligation 
of the bank, essentially like the check. Why, then, should the public interfere with 
the issue of bank notes? Why should the Government limit the right of the bank 
to issue its demand obligations in the form of notes, which for some of its custom- 
^ ers may be a more serviceable form than the check ? The purpose is not primarily 
to protect the holder of the note from loss, because he accepts the note voluntarily, 
and has his legal remedy as when he takes any other note. The bank note has no 
legal-tender quality as between individuals, and, of course, should have none. No 
note should be of compulsory acceptance. No one should be compelled by law to 
accept a promise, no matter by whom made, as the fulfilment of an obligation. 

Until well along in this century the issuing of notes was regarded, and is still in 
a certain sense regarded, as inherent in the nature of a bank. The reason for the 
regulation of bank-note issues was exceptionally well expressed by former Secretary 
of the Treasury Hon. Charles S. FairchUd in his statement before the Committee on 
Banking and Currency in January, 1898. He said : 

** I conceive that the way Government gets its right to interfere as to these 
demand obligations is this : They were found to be a most useful instrument in trans- 
ferring property and services from man to man. To attain their highest usefulness, 
' . however, it was necessary that they should have great rapidity of movement, and 

y in order to attain that rapidity of movement the receiver of them must be saved the 

^ necessity of looking to the credit of the issuing party, whoever he might be. 

*' Therefore Government properly came in and devised a system by whic h they 

I shall be issued and then certifies that they are issued under that system. So that a 

man who takes a note, if he knows how good the system is, can Imow how good the 

note is, and he does not have to stop to look further. He has to know one large 

thing instead of a vast number of smaller things. 

** Now, that is the same service exactly that the Government performs when it 
coins pieces of bullion. In the case of silver another service is performed, because 
with the silver dollars the Government has put a certain degree of promise behind 
them ; but take a piece of gold— and it would be the same way with silver if we had 
the free coinage or silver with no Government credit behind it — and what the Gov- 
ernment does in that instance is simply to take the piece of bullion from the owner 
of it and put it in a certain form, and certify that it is such a quantity and of such a 
quality. The Government does not contribute any capital ; it does not put anything 
into the bullion transaction ; it does not confer much benefit upon the owner of the 
. bullion, because he could put the weight and the quality on it if the Government did 

V^ not do that, but it does confer a very great benefit upon the people who want to use 

* that bullion for the transfer of their property and services, in that it saves them the 

I trouble of assaying and weighing. 

f ** The Government does the same thing with a bank note. It does not put any 

■ capital into it. It does not give it any credit, except that it provides a system and 

certifies that it is issued under that system. The Government performs a great 

service in that way, of course, to the people who want to use bank notes, and in 
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both cases it performs a great service to the whole community in that it diminishes 
the amount of bullion and the number of bank notes necessary to carry on the 
transactions of the community, because it gives them both greater rapidity of move- 
ment and causes less of them to be required for the same volume of transactions. 

** If that is a true statement of the Government's functions in regard to bank 
notes, it has always seemed to me we should approach the subject with the fact in 
view that the duty of Government is not to repress these things, but to go on in the 
direction of the principle, the philosophy, which has given it its right to interfere 
at all, and simply provide for the greatest facility of movement, that being dependent 
on the goodness of the system that it devised, and, having done that, leave the 
people to take care of themselves." 

THE NOTE-ISSUE IS NOT A LOAN BY THE GOVERNMENT TO THE 

BANKS. 

Though I do not regard the present banking system as an ideal one, I cannot 
forbear defending it from one charge that has been and probably will again be 
brought against it. Though apparently unimportant, this charge has really had 
much influence on the mind of people unfamiliar with the subject. 

Some years ago, an old friend of mine said to me : "I am against the national- 
bank system because it provides a way whereby the banks can make a profit of 900 
■per cent a year at the expense of the Government." Wondering at his statement, 
but knowing that he had some reason that was satisfactory to himself at least for 
making it, I asked him to explain. In answer he said: "The Government lends 
money to the banks by giving them notes to circulate as money. On this money the 
Government charges a tax or interest of 1 per cent per annum. The banks lend 
these notes, getting for their use 10 per cent per annum. So for what costs them $1 
they get $10, and that you know is a profit of 900 per cent." 

I had supposed that such notions were buried years ago with the old sub- 
treasury scheme of the Populists. But from statements recently made 1 judge 
that even some members of Congress stiU entertain notions akin to those of my old 
friend. Inasmuch as the national banking system will be under discussion some- 
what in the coming campaign, it may not be amiss, as above stated, to correct what 
appears to be a misapprehension. A plain statement of the truth can do no harm, 
and may do good. 

If one of us should go to a printing office and get a bunch of blank promissory 
notes to be filled out, signed, and used whenever we wish to buy a horse or other 
piece of property, which we cannot then pay for, would it ever occur to us to say 
that the printer had given or loaned us money ? Hardly. No more than if we 
wrote the note on a piece of blank paper purchased from him. The note issued is 
our note. It is to bepaid at maturity, not by the printer, but by us. 

Would it alter the case any if there were only one printer who could print blank 
notes and he required every i)erson getting blank notes from him to leave with him 
sufficient property to guarantee that the notes would be paid when due? No ; 
because the printer wotQd then become simply the trustee or custodian of the prop- 
erty furnished by us to insure the payment of our notes. But under such circum- 
stances the printer would probably print on the face of the note a statement to 
the effect that it was secured by property held by him ; and then to protect his 
own good name he would find it necessary to print on each note the amount prom- 
ised by it, so that the people to whom the note blanks might be issued would be 
prevented from filling them in with amounts greater than the property held in trust 
for their payment would justify. 

The Government is the printer of the blank notes for the national banks. The 
promise to pay is the promise of the bank, not the promise of the Government. 
The bank, not the Government, must furnish the means of payment. The Govern- 
ment is also the custodian of certain property of the bank, which is held in trust for 
the payment of the note in case the bank should fail to pay it out of its other money 
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or property. What the Government hands out to the bank is simply the blank, 
unsigned note of the bank — the bank's promise to pay — which, on being signed by 
the proper officers of the bank, becomes the obligation of the bank. 

It is apparent, therefore, that the note issue is not in any sense a loan by the 
Government to the banks. 

WHY THE GOVERNMENT PRINTS THE NATIONAL-BANK NOTES. 

But why does the Gt)vemment do the engraving and printing of the notes of 
the bank ? And who pays the expense of such engraving and printing ? 

The answer takes us back to the origin of our present system of national banks. 
In the midst of the civil war the credit of the Government had sunk so low that it 
became necessary to take extraordinary steps to increase its credit and create a 
market for its bonds. With this object in view an act was passed that banks 
issuing circulating notes should be taxed at the rate of 10 per cent of the face 
of such notes. But provision was made that circulating notes might be issued 
with a tax of 1 per cent if the issuing bank would comply with certain conditions, 
the most important of which, in connection with our present inquiry, was that each 
bank desiring to issue notes should buy Government bonds and deposit them with 
the Treasurer of the United States as security for the payment of the notes issued. 
Upon the deposit of bonds, as aforesaid, the bank was authorized to issue notes not 
to exceed in amount 90 per cent of the face value of the bonds deposited. With this 
brief and incomplete statement before us, we are in position to answer the questions 
proposed above. 

Why does the Government engrave and print the national-bank notes? There 
are at least three good reasons for that course : 

1. Under our system of bond-secured notes it is necessary for the Government to 
have charge of the engraving and printing of the notes in order to prevent 
over-issues. On the face of each national-bank note is the statement that 
it is secured by the deposit of United States bonds with the Treasurer of the United 
States. If the Government cotQd not control the volume of notes issued by each 
bank it wotQd be possible for the banks to issue more notes than the dei)osit of 
bonds would justify. The first and great reason, then, why the Government en- 
graves and prints the national-bank notes is to be sure to keep the issue of each hank 
within the hounds prescribed hy law. 

2. An incidental gain in having the notes all printed at one place is that there- 
by is secured to all the notes uniformity of appearance. Instead of having to be- 
come acquainted with a thousand different forms of such currency, x)eople have to 
learn to recognize only one. 

8. Another incidental gain in having the Government do the engraving and 
printing of the notes is that in that way we secure always the very best of engrav- 
ing, and thereby the danger of counterfeiting is reduced to a minimum. 

All the expense of engraving and printing is paid for by the banks, respectively, 
each paying the expense connected with the issue of its own notes. 

As to the alleged profit in issuing national-bank notes, it will suffice here to say 
that after buying its bonds at a premium and paying the expenses incident to the 
note issue the national banks find little or no profit in the note issue. Their principal 
profit in organizing as national banks comes from the fact that the very title 
** national bank" gives them a certain prestige in the commimity, whereby they in- 
crease their business. 

WHY THE GREENBACKS SHOULD BE RETIRED. 

And now, let me give one or two of my reasons for thinking that the green- 
backs should be retired. 

In the first place, they should be retired because national honor demands it. 
When these notes were issued, the action was justified only by the necessities of the 
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nation. Their issue was believed to be necessary to the carrying on of the war for 
the preservation of the Union. But it was expressly stated and understood that as 
soon as possible after the necessity had been met they should be paid and, of course, 
canceled and retired. 

And no sentiment of gratitude can here weigh in the minds of those whobel'eve 
that *' the greenbacks saved the Union ; " for even if that were granted, which it is 
not, the sentiment could only apply to those particular notes which were in circula- 
tion during the war, and they wore all canceled and destroyed long ago. Those 
now in use had nothing to do with the war. Their continued use must be 
defended as part of a system if it can be defended at all. 

One great reason for retiring them — one that has not, so far as I know, been 
clearly brought out — is that, being a credit instrument in form and partly in sub- 
stance, they yet fail to perform and stand in the way of the performance of the chief 
function of a credit instrument, namely, to effect a reduction of interest rates. It 
must not be forgotten that there are borrowers as well as lenders in this country. 
A proper system of credit instruments and agencies helps to lower interest rates- 
Let me illustrate. 

CREDIT CAN BE LOANED CHEAPER THAN CASH. 

The cornerstone of my argument on this point is the proposition that credit 
can be loaned cheaper than cash. 

Suppose that I own a farm with a nice meadow and a good stream of water. It is 
a fine farm for fattening cattle, but I have few to feed. A short distance away lives 
a man who has bought a lot of cattle only to find that he lacks the faculty and his 
farm the facilities for handling cattle successfully. He offers his cattle for sale. I 
come to you and lay before you this proposition : *' I can buy the drove for $500. 
Having plenty of pasturage, I can fatten the cattle in a few months and turn them 
off at a profit. I ask you to lend me the $500. " 

You inquire why the man owning the cattle wishes to sell them,, and I tell you 
that he owes the $500 to Mr. Blank. You say, **I know Mr. Blank. He does not 
need the money. He has simply become afraid to trust the other man. He and I 
have done business together for years. I will tell you what I will do. Instead of 
lending you the money I will indorse your note. The man with the cattle will 
accept your note with my indorsement, because he knows or can soon find out, that 
Mr. Blank will gladly accept that note and discharge the obligation of the man who 
has the cattle." 

Now, I ask which you could afford to do for me at least expense to me— go down 
into your pocket and let me have $500 in cash, every dollar of which cost you a hun- 
dred cents' worth of labor or property, or let me have the use of your good name, 
that is, your credit ? There is no room for doubt as to the answer. Credit can be 
loaned so cheap that we often loan it to a friend without making any charge. That, 
of course, is friendship, not business, but it illustrates what I desire to impress— that 
credit can be loaned cheaper than cash. 

In the case cited, after fattening and marketing the cattle I could pay the note 
which you indorsed for me and have a good profit left. This profit was made pos- 
sible by reason of your kindness in loaning me your credit or insuring mine. By 
insuring my credit you rendered me a valuable service, for which I could well 
afford to pay you a reasonable sum. 

THE FUNCTION OF BANKS. 

If you shorld go into the business of insuring credits for others as you did for 
me, guaranteeing the credit of any man of good character engaged in legitimate 
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business, like that in the illustration, it would not need any proof to show that you 
would be performing a valuable public service. 

But that is precisely the function of banks — to insure the credits of people en- 
gaged in business. Originally the banker simply indorsed the note to be insured, 
as in the illustration. Later he kept the note and gave his own instead, exchanging 
his well-known credit for the less-known credit of his customer. Later still, he 
gave his customer a credit on his books and authorized him to check against it. 

The banker should be able to effect this exchange of credit in the way that 
will best accommodate his customer. In places that are thickly populated, so that 
the people have convenient access to the banks, the form of bank credit usually pre- 
ferred is the book credit to be checked against. But in the country districts the 
form preferred is the bank note or *' bill," because it can be used by simply passing 
from one person to the other. 

BANK NOTES VERSUS GREENBACKS. 

The true bank note is just like your note or mine in that it comes forth when 
needed and retires when its work is done. 

In the illustration above, where the cattle were bought, my note was brought 
into existence by the purchase of the cattle. It remained out and passed on to the 
hands of a third party, performing the function of currency in satisfying a debt, 
and finally was paid and canceled when I sold the cattle. It was just as important 
to me to have it retire when its work was done as it was to have it promptly usable 
when I needed it. Similarly, a true bank note comes forth when needed in business, 
circulates from hand to hand while there is work for it to do, and then when it is 
no longer needed it goes back into the bank. 

The important thing to note is this : While the hank note is in the tUl of the 
hank it is costing the community little or nothing, because it costs the bank prac- 
tically nothing to keep it in its till, just as it would cost you nothing to write a note 
payable on demand and then put it away in a safe place without using it. 

But if the bank lends greenbacks the community must pay for them, not only 
while, it is using them,, hut also while they are in the vault of the hank, because to 
the bank they are property which contains an investment of a hundred cents to the 
dollar. 

Did you ever st.op at a "summer hotel? " Did you ever wonder why the rates 
are higher than at a regular commercial hotel, open the year round, giving the same 
quality of service ? You can readily figure out the reason. The ** summer hotel" 
is open and earning money only two or three months of the year. But the owners 
have their money invef:ted in it the whole year round. So those who go to the 
** summer hotel" must pay in the few weeks enough to give a return on the invest- 
ment for the whole year. Hence the rates must be high. 

Those who stay at the hotel must pay not only for what they get while there 
but also a share of the cost of carrying the property during the season when it is 
earning nothing. 

Let us see how this illustration applies in the case of banking. If the bank can 
lend only gold, silver, and greenbacks or Treasury notes, each of which costs it a 
himdred cents on the doU^ to get hold of, it must charge interest sufficient to cover 
not only the time that its funds are loaned out, but also for the time when they are 
lying in the till of the bank unloaned. Like the hotel, they are property, and 
must be earning returns not only while the community is getting the use of them 
but also while the bank is holding them in readiness for the community to use. 

But suppose that the bank can issue, under a system which will make them -ab- 
solutely safe in the hands of the people, true bank notes. The notes go out and 
serve the commimity, and for that service the community pays. The cattle buyer 
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takes the notes or bills out into the country and buys cattle. The farmer uses part 
of them to pay his men, The men use them to buy goods with. The merchant de- 
posits them and takes a credit on the books of the bank, to be checked against as he 
wishes. The notes have gone the round and served their purpose and are now back 
in the vaults of the bank. While lying in the vault of theJbank they are not cost- 
ing the bank anything, unlike the greenback under similar circumstances, and con- 
sequently the bank does not have to charge up to the community anything for 
carrying them. 

In other words, the community must pay for the use of the greenbacks all of 
the time, whether it uses them or not, while it has to pay for the use of the bank 
notes only while it is using them. Change *' community " to ** country " and you 
will have the truth as applied to the country as a whole, namely, that the use of 
the greenback costs the country a great deal more than the same service through 
bank notes would cost. The interests of the country, therefore, are those which 
demand the retirement of the greenback. 

It is evident that my argument is in the interest, not of the banker, but of the 
boiTower ; not of a class even, but of the country. 

It is quite possible that in the not very distant future the question of the source 
of our currency, whether it shall be issued by the Government or by the banks, may 
become a matter of controversy in this country. And it behooves every man, 
especially every man who is in responsible public position, to give some thought to 
this question lest, as so many did in the silver question, he commit himself to a view 
which careftQ study will show to be untenable. 

Personally, after considerable study of the subject, I am firmly of the opinion 
that we should move away from a political currency toward a business currency ; 
away from an inelastic and unresponsive currency toward one which is elastic and 
which responds promptly to the demands of business ; away from the expensive cur- 
rency which necessitates high interest rates to the currency which will give us as a 
people, the best interest rates in the world. 
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THE NEW CURRENCY ACT. 
Act of Marcb 14$ 1900. 

An act to define and PDC the standard of TALUE, to maintain THB PARITY OF ALL FORMS OF MOIfEf 
ISSUED OR COINED BY THE UNITED STATES, TO REFUND THE PUBLIC DEBT, AND FOR OTHER PURPOSES. 

Be it enacted, etc, 

GOLD FIXED AS THE STANDARD OF VALUE. 

Sec. 1. — That the dollar consisting of twenty-five and eight-tenths grains of 
gold, nine-tenths fine, as established by section 3,511 of the Revised Statutes of the 
United States, shall be the standard unit of value, and all forms of money issued or 
coined by the United States shall be maintained at a parity of value with this stand- 
ard, and it shall be the duty of the Secretary of the Treasury to maintain such 
parity. 

GOLD RESERVE OF $150,000,000: REDEMPTION OF U. S. NOTES. 

Sec. 2. — That United States notes, and Treasury notes issued under the act of 
July 14, 1890, when presented to the Treasury for redemption, shall be redeemed in 
gold coin of the standard fixed in the first section of this Act, and in order to secure 
the prompt and certain redemption of such notes as herein provided it shall be the 
duty of the Secretary of the Treasury to set apart in the Treasury a reserve fund of 
$150,000,000 in gold coin and bullion, which fund shall be used for such redemp- 
tion purposes only, and whenever and as often as any of said notes shall be 
redeemed from said fund it shall be the duty of the Secretary of the Treasury to 
use said notes so redeemed to restore and maintain such reserve fund in the man- 
ner following, to wit : 

1. By exchanging the notes so redeemed for any gold coin in the general fund 
of the Treasury; 

2. By accepting deposits of gold coin at the Treasury or at any subtreasury in 
exchange for the United States notes so redeemed ; 

3. By procuring gold coin by the use of said notes, in accordance with the pro- 
visions of section 3,700 of the Revised Statutes of the United States, kj v/wv i\^ 
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If the Secretary of the Treasury is tmable to restore ani maintain the gold coin 
in the reserve fund by the foregoing methods, and the amount of such gold coin and 
bullion in said fund shall at any time fall below $100,000,00^, then it shall be his 
duty to restore the same to the maximum sum of $150,000,000 by borrowing money 
on the credit of the United States, and for the debt thus incurred to issue and sell 
coupon or registered bonds of the United States, in such form as he may prescribe, 
in denominations of $50 or any multiple thereof, bearing interest at the rate of not 
exceeding 3 per centum per annum, payable quarterly, such bonds to be payable at the 
pleasure of the United States after one year from the date of their isnue, and to be 
payable, principal and interest, in gold coin of the present standard value, and to be 
exempt from the payment of all taxes or duties of the United States, as well as 
from taxation in any form by or under state, municipal, or local authority ; 
and the gold coin received from the sale of said bonds shall first be covered into the 
general fund of the Treasury and then exchanged, in the manner hereinbefore pro- 
vided, for an equal amount of the notes redeemed and held for exchange, and the Secre- 
tary of the Treasury may, in his discretion, use said notes in exchange for gold, or to 
purchase or redeem any bonds of the United States, or for any other lawful purpose 
the public interests may require, except that they shall not be used to meet 
deficiencies in the current revenues. That United States notes when redeemed in 
accordance with the provisions of this section shall be reissued, but shall be held in 
the reserve fund untU exchanged for gold, as herein provided ; and the gold coin 
and bullion in the reserve fund, together with the redeemed notes held/ for use as 
provided in this section, shall at no time exceed the maximum sum of $150,000,000. 

LEGAL TENDER CHARACTER OF PRESENT MONEY PRESERVED. 

Sec. 8. — That nothing contained in this act shall be construed to affect the legal 
tender quality as now provided by law, of the silver dollar, or of any other money 
coined or issued by the United States. 

DIVISIONS OF ISSUE AND REDEMPTION. 

Sec. 4. — That there shall be established in the Treasury Department, as a part 
of the office of the Treasurer of the United States, divisions to be designated and 
known as the division of issue and the division of redemption, to which shall be 
assigned, resi)ectively, under such regulations as the Secretary of the Treasury 
may approve, all records and accounts relating to the issue and redemption of 
United States notes, gold certificates, silver certificates, and currency certificate?. 
There sludl be transferred from the accounts of of the general fund of the Treasury 
of the United States, and taken up on the books of said divisions, respectively, 
accounts relating to the reserve fund for the redemption of United States notes 
and Treasury notes, the gold coin held against outstanding gold certificates, the 
United States notes held against outstanding currency certificates, and the silver 
dollars held against outstanding silver certificates, and each of the funds repre- 
sented by these accounts shall be used for the redemption of the notes and certificates 
for which they are respectively pledged, and shall be used for no other purpose, the 
same being held as trust funds. 

SILVER CERTIFICATES TO REPLACE THE TREASURY NOTES. 

Sec. 5. — That it shall be the duty of the Secretary of the Treasury, as fast as 
standard silver dollars are coined under the provisions of the Acts of July 14, 1890, 
and June 13, 1898, from bullion purchased under the Act of July 14, 1890, to retire 
and cancel an equal amount of Treasury notes whenever received into the Treasury, 
either by exchange in accordance with the provisions of this Act or in the ordinary 
course of business, and upon the cancellation of Treasury notes silver certificates 
shall be issued against the silver dollars so coined. 

GOLD CERTIFICATES AND CURRENCY CERTIFICATES. 

Sec. 6. — That the Secretary of the Treasury is hereby authorized and directed 
to receive deposits of gold coin with the Treasurer or any assistant treasurer of the 
United States in sums of not less than $20, and to issue gold certificates therefor 
in denominations of not less than $20, and the coin so deposited shaU be retained in 
the Treasury and held for the payment of such certificates on demand, and used for 
no other purpose. Such certificates shall be receivable for customs, taxes, and all 
public dues, and when so received may be reissued, and when held by any national 
banking association may be counted as a part of its lawful reserve : 

Provided, That whenever and so long as the gold coin held in the reserve fund 
in the Treasury for the redemption of United States notes and Treasury notes shall 
fall and remain below $100,000,000 the authority to issue certificates as herein pro- 
vided shall be suspended : 

And provided further, That whenever iand so long as the aggregate amount of 
United States notes and silver certificates in the general fund of the Treasury shall 
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exceed $60,000,000 the Secretary of the Treasury may, in his discretion, suspend the 
issue of the certificates herein provided for : 

And provided further, That of the amount of such outstanding certificates one- 
fourth at least shall be in denominations of $50 or less : 

And provided further. That the Secretary of the Treasury may, in his discretion, 
issue such certificates in denominations of $10,000, payable to order. And section 
5,193 of the Revised Statutes of the United States is hereby repealed. 

DENOMINATIONS OF SILVER CERTIFICATES AND "GREENBACKS." 

Sec. 7.— That hereafter silver certificates shall be issued only of denominations 
of $10 and under, except that not exceeding in the aggregate 10 percent of the total 
volume of said certificates, in the discretion of the Secretary of the Treasury, may 
be issued in denominations of $20, $50 and $100 ; and silver certificates of higher 
denomination than $10, except as herein provided, shall, whenever received at the 
Treasury or redeemed, be retired and canceled, and certificates of denominations of 
$10 or less shall be substituted therefor, and after such substitution, in whole or in 
part, a like volume of United States notes of less denomination than $10 shall from 
time to time be retired and canceled, and notes of denominations of $10 and upward 
shall be reissued in substitution therefor, with like qualities and restrictions as those 
retired and canceled. 

COINAGE OF SUBSIDIARY SILVER COIN FROM "1890" BULLION. 

Sec. 8.— That the Secretary of the Treasury is hereby authorized to use, at his 
discretion, any silver bullion in the Treasury of the United States purchased under 
the Act of July 14, 1890, for coinage into such denominations of subsidiary silver 
coin as may be necessary to meet the public requirements for such coin : Provided, 
That the amount of subsidiary silver coin outstanding shall not at any time exceed 
in the aggregate $100,000,000. Whenever any silver buUion purchased under the 
Act of JSly 14, 1890, shall be used in the coinage of subsidiary silver coin an 
amount of Treasury notes issued under said Act equal to the cost of the bullion 
contained in such coin shall be canceled and not reissued. 

RECOINAGE OF WORN-OUT SILVER COIN. 

Sec. 9. — That the Secretary of the Treasury is hereby authorized and directed 
to cause all worn and uncurrent subsidiary silver coin of the United States now in 
the Treasury, and hereafter received to be recoined, and to reimburse the Treasurer 
of the United States for the difference between the nominal or face value of such 
coin and the amount the same will produce in new coin from any moneys in the 
Treasury not otherwise appropriated. 

$25,000 NATIONAL BANKS IN THE SMALL CITIES. 

Sec. 10. — That section 5,138 of the Revised Statutes is hereby amended so as to 
read as follows : 

** Section 5,138. No association shall be organized with a less capital than 
$100,000, except that banks with a capital of not less than $50,000 may, with the 
approval of the Secretary of the Treasury, be organized in any place the population 
of which does not exceed 6,000 inhabitants, and except that links with a capitaj of 
not less than $25,000 may, with the sanction of the Secretary of the Treasury, be or- 
ganized in any place the poptQation of which does not exceed 3,000 inhabitants. No 
association shall be organized in a city the population of which exceeds 50,000 per- 
sons with a capital of less than $200,000." 

REFUNDING CERTAIN BONDS INTO TWO PER CENT BONDS. 

Sec. 11. — That the Secretary of the Treasury is hereby authorized to receive at the 
Treasury any of the outstanding bonds of the United States bearing interest at 5 per 
centum per annum, payable Feb. 1, 1904, and any bonds of the United States bear- 
ing interest at 4 per centum per annum, payable July 1, 1907, and any bonds of the 
United States bearing interest at 3 x)er centum per annum, payable Aug. 1, 1908, 
and to issue in exchange therefor an equal amount of coupon or registered bonds of 
the United States, in such form as he may prescribe, in denominations of $50 or any 
multiple thereof, bearing interest at the rate of 2 per centum per annum, payable 
quarterly ; such bonds to be payable at the pleasure of the United States after thirty 
years from the date of their issue, and said bonds to be payable, principal and inter- 
est, in gold coin of the present standard value, and to be exempt from the payment 
of all taxes or duties of the United States, as well as from taxation in any form by 
or under state, municipal, or local authority: Provided, That such outstanding 
bonds may be received m exchange at a valuation not greater than their present 
worth to yield an income of 2^ per centum per annum; and in consideration of 
the reduction of interest effected the Secretary of the Treasury is authorized 
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to pay the holders of the outstanding bonds surrendered for exchange, out of 
any money in the treasury not otherwise appropriated, a sum not greater than 
the difference between their present worth, computed as aforesaid, and their par 
value and the payments to be made hereunder shall be held to be payments on 
account of the sinking fund created by section 3,694 of the Revised Statutes: 
And provided further, That the 2 per centum bonds to be issued under the pro- 
visions of this Act shall be issued at not less than par, and they shall be numbered 
consecutively in the order of their issue, and when payment is made the last num- 
bers issued shall be first paid, and this order shall be followed until all the bonda 
are paid, and whenever any of the outstionding bonds are called for payment inter- 
est thereon shall cease three months after such call; and there is hereby appropriated 
out of any money in the Treasury not otherwise appropriated, to effect the ex- 
changeis of bonds provided for in tms act, a sum not exceeding one-fifteenth of 1 
per centum of the face value^of said bonds, to pay the expense of preparing and issu- 
ing the same and other expenses incident thereto. 

CIRCULATION BY NATIONAL BANKS TO PAR OF BONDS. 
Sec. 12. — ^Tfaat upon the deposit with the Treasurer of the United States, by any 
national banking association, of any bonds of the United States in the manner pro- 
vided by existing law, such association shall be entitled to receive from the Comp- 
troller of the Currency circulating notes in blank, registered and countersigned as 
provided by law, equal in amount to the par value of the bonds so deposited; and 
any national banking association now having bonds on deposit for the security of 
circulating notes, and upon which an amount of circulating notes has been issued 
less than the par value of the bonds, shall be entitled, upon due application to the 
Comptroller of the Currency, to receive additional circulating notes in blank to an 
amount which will increase the circulating notes held by such association to the par 
value of the bonds deposited, such additional notes to be held and treated in the 
same way as circulating notes of national banking associations heretofore issued, 
and subject to all the provisions of law affecting such notes : Provided, That noth- 
ing herein contained shall be construed to modify or repeal the provisions of section 
5,167 of the Revised Statutes of the United States, authorizing the Comptroller of the 
Currency to require additional deposits of bonds or of lawful money in case the 
market value of the bonds held to secure the circulating notes shall fall below the 
par value of the circulating notes outstanding for which such bonds may be de- 
posited as security: And provided further. That the circulating notes furnished to 
national banking associations under the provisions of this act shall be of the denomi- 
nations prescribed by law, except that no national banking association shall, after 
the passage of this act, be entitled to receive from the Comptroller of the Currency, 
or to issue or reissue or place in circulation, more than one-third in amount of it& 
circulating notes of the denomination of $5: And provided further, That the total 
amount of such notes issued to any such association may equal at any time but 
shall not exceed the amount at such time of its capital stock actually paid in: And 
provided further. That under regulations to be prescribed by the Secretary of the 
Treasury any national banking association may substitute the 2 per centum bonds 
issued under the provisions of this act for any of the bonds deposited with the 
Treasurer to secure circulation or to secure deposits of public money; and so much 
of an Act entitled * An Act to enable national banking associations to extend their 
corporate existence, and for other purposes," approved July 12, 1882, as prohibits 
any national bank which makes any deposit of lawful money in order to with- 
draw its circulating notes from receiving any increase of its circulation for the 
period of six months from the time it made such deposit of lawful money for the 
purpose aforesaid, is hereby repealed, and all other Acts or parts of Acts inconsist- 
ent with the provisions of this section are hereby repealed. 

REDUCED TAX ON CIRCULATION. 
Sec. 13. — That every national banking association having on deposit, as provided 
by law, bonds of the United States bearing interest at the rate of 2 per centum per 
annum, issued under the provision of this Act, to secure its circulatmg notes, shall 
pay to the Treasurer of the United States, in the months of January and July, a tax 
of one-fourth of 1 per cent each half year upon the average amount of such of its 
notes in circulation as are based upon the deposit of said 2 per centum bonds ; and 
such taxes shall be in lieu of existing taxes on its notes in circulation imposed by 
section 5,214 of the Revised Statutes. 

INTERNATIONAL BIMETALLISM. 
Sec. 14. — ^That the provisions of this Act are not intended to preclude the ac- 
complishment of international bimetallism whenever conditions shall make it exx>e- 
dient and practicable to secure the same by concurrent action of the leading com- 
mercial nations of the world, and at a ratio which shall insure permanence of relar 
tive value between gold and silver. 
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ANALYSIS AND EXPLANATION OF NEW CURRENCY LAW. 

By J. H. CuNTZ. 

SECTION I. 

THE GOLD STANDARD— PARITY OF ALL FORMS OF MONEY. 

By the first section of this act, the dollar, consisting of 25.8 grains of gold, nine- 
tenths fine, (23.22 grains of pure gold) is established as the standard unit of value, 
And it is declared to be the duty of the Secretary of the Treasury to maintain all 
forms of money issued or coined by the United States at a parity of value with this 
standard. 

The Gold Standard. 

As a matter of fact, gold has been the practical standard of value in the United 
States since 1884, except for the period 1862-1878, when temporarily interfered with 
by the use of irredeemable leg£U tender paper. The coinage act of 1834 slightly 
Tmdervalued silver with respect to gold,^nd in consequence the silver dollar dropped 
out of circulation, and gold became the standard of value. The weight and fineness 
of our gold coins have been unchanged since 1837. 

The general coinage revision act ot February 12, 1873, and section 3511 of the 
Revised Statutes of 1874, provided that — 

" The gold coins of the United States shall be a one-dollar piece, which, at the standard weight of 
tweDty-flve and eight-tenths grains, shall be the unit of valae; a quarter-eagle," etc. 

This definitely established the unit of our coinage system as 25.8 grains of 
standard gold, precisely as adopted in the new currency law. Since the passage of 
the Act of 1878, however, providing for the coinage of a *' standard " silver dollar, 
there has arisen some dispute as to whether or not the gold dollar could still be 
regarded as the standard unit of value in our currency system. 

This section is designed to remove all doubt on this point, and definitely fix the 
•existing gold dollar as the standard unit of value. 

The Parity op All Forms of Money. 

The act of July 14, 1890, " directing the i)urchase of silver bullion and the issue 
of Treasury notes thereon," provides, in section 2 — 

That upon demand of the holder of any of the Treasury notes herein provided for the Secretary 
of the Treasury shall, under such regulations as he may prescribe, redeem such notes In gold or silver 
■coin, at his discretion, it being the established policy of the United States to maintain the two metals 
on a parfty with each other upon the present legal ratio, or such ratio as may be provided by law. 

The Act of November 1, 1893, after repealing the silver purchase clause of the 
Act of 1890, goes on to say : 

And It Is hereby declared to be the policy cf the United States to continue the use of both gold 
and silver as standard money and to coin both gold and silver Into money of equal Intrinsic and 
•exchangeable value, such equality to be secured through international agreement, or by such safe- 
guards of legislation as will insure the maintenance of the parity In value of the coins of the two metals, 
and the equal power of every dollar at all times in the markets and in the payment of debts. And It is 
hereby further declared that the effort of the Government should be steadily directed to the establish- 
ment of such a safe system of bimetallism as will maintain at all times the equal power of every dollar 
•colDed or Issued by the United States. In the markets and in the payment of debts. 

But until the enactment of this new law there was no direct legislative state- 
ment that all our varied forms of money were to be maintained at a parity of value 
with the gold dollar. Now it is made the duty of the Secretary of tne Treasury to 
maintain such parity. 

SECTION 2.— GOLD RESERVE FOR THE REDEMPTION OF NOTES. 

United States notes ("greenbacks") and Treasury notes of 1890 ("Sherman 
notes ") are hereafter to be redeemed in gold coin; and in order to secure their prompt 
and certain redemption a reserve fund of $150,000,000 in gold coin and bullion is set 
apart in the Treasury. The redeemed notes shall be held in this reserve fund until 
•exchanged for gold in the manner following: 

First — By exchanging the notes so redeemed for any gold coin in the general 
fund of the Treasury ; 

Second — By accepting deposits of gold coin at the Treasury or at any Sub-Treas- 
ury in exchange for the United States notes so redeemed ; 

Third — By procuring gold coin by the use of said notes, in accordance with the 
provisions of Section 3,700 of the Revised Statutes, viz.: — 

" The Secretary of the Treasury may purchase coin with any of the bonds or notes of the United 
States, authorized by law, at such rates and upon such terms as he may deem most advantageous to 
the public Interest." 

If the gold in the reserve fund falls below $100,000,000, the Secretary of the 
Treasury is directed to restore the gold to the maximum amount of $150,000,000, by 
selling 3 per cent bonds, payable at the option of the Government after one year 
from date of issue. 

The gold coin received from the sale of these bonds j^l^MbSprfii^jacwered into 
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the general fund of the Treasury, and then exchanged for an equal amount of the 
notes redeemed and held in the reserve fund. When the notes have thus come into 
the general fund of the Treasury, the Secretary ** may, in his discretion, use said 
notes in exchange for gold, or to purchase or redeem any bonds of the United 
States, or for any other lawful purpose the public interests may require, except that 
they shall not be used to meet deficiencies in the current revenues." 

Heretofore there has been no specific reservation of any gold reserve fund in the 
Treasury. Prior to the resumption of specie payments in 1879, the Secretary of the 
Treasury was given authority to accumulate specie in the Treasury for the purpose 
of redeeming the United States notes. It was not set apart, however, as a separate 
fund, or even shielded from encroachment for other purposes. Nevertheless a tacit 
approval of a reserve fund of $100,000,C00 in gold was given by a provision of a law 
in 1882 providing that the issue of gold certificates should be suspended *' whenever 
the amount of gold coin and gold bullion in the Treasury reserved for the redemp- 
tion of United States notes falls below $100,000,000." This, however, still left the 
gold reserve as a part of the general fund of the Treasury. By the new Act the 
$150,000,000 gold fimd is withdrawn absolutely from the Treasury's general fund, 
and set apart in a separate and distinct fund to be used only for the purpose of 
redeeming United States notes and Treasury notes. 

Bedemption of United States Notes and Treasury Notes. 

Prior to the i)assage of this Act the authority for the redemption of United 
States notes was that contained in the third section of the Resumption Act of 1B75, 
viz. :— 

And on and after the first day of .Tannary, Anno Domini, 1879, the Secretary of the Treasury 
Bhall reedeem, in coin, the United States legal-tender notes then outstanding, on their presentation for 
redemption at the office of the Assistant Treasurer of the United States In the City of New York,* io 
sums of not less than |50. 

The Treasury notes issued under the Act of 1890 were likewise to be redeemed 
** in coin," at the Treasury or any Sub-Treasury, with the added proviso that — 

Upon demand of the holder of any of the Treasury notes herein provided for the Seeretary of th^ 
Treasury shall, under such regulations as he may prescribe, redeem such notes in gold or silver coin, at 
his discretion, it being the established policy of the United States to maintain the two n^etals on a 
parity with each other upon the present legal ratio, or such ratio as may be provided by law. 

Under this authority the Secretary of the Treasury has always held that the 
Treasury, in carrying out the pledge as to maintenance of parity, could show no pref- 
erence for coins of one metal over those of another, and consequently must be pre- 
pared to redeem notes in either gold or silver as requested by the holder. Thus, in 
practice, both Treasury notes and United States notes have been regularly redeemed 
m gold upon demand ; although heretofore it has been within the legal right of a 
Secretary of the Treasury to redeem notes in silver coin, and he has in fact so 
redeemed them when requested. The new law allows the Secretary no discretion 
in the matter, and declares that the notes shall be redeemed in gold. 

Disposition op Redeemed Notes. 

Bjr the Act of May 31, 1878, the ordinary United States notes, or ** greenbacks '^ 
(of which there are $346,681,016 outstanding) had to be reissued when received into 
the Treasury in any way — whether for redemption or in the ordinary course of busi- 
ness. Prior to March 14, 1900, the total amoimt redeemed in gold and reissued was 
$546,470,914. 

The Treasury notes redeemed in gold have, under previous laws, been reissued ; 
those redeemed in silver dollars have been retired and canceled. In the latter way 
the amount of Treasm*y notes had been reduced by March 14, 1900, from $155 ,931 ,003 
to $86,770,000. The amount redeemed in gold and reissued up to the same date was 
$103,195,488. 

This redemption and reissue of noies form what has been popularly known as 
the ** endless chain" for drawing gold out of the Treasury. 

The provisions of the new law as to restoring the gold fund by exchanging the 
redeemed notes for gold in the general fund of the Treasury amount practically, so 
long as the general fund of the Treasury possesses gold, to the requirement that 
notes presented for redemption shall be redeemed from the gold in the general fund, 
the notes then being reissued and paid out precisely as they have been heretofore. 
If, however, the gold in the general fund of the Treasury is exhausted, the $150,- 
000,000 reserve is drawn upon ; and if the Secretary is unable to exchange for gold 
the notes so redeemed, and is unable to buy gold with them "at such rates and on 
such terms as he may deem most advantageous to the public interest," he may 
accumulate $50,000,000 of such notes in the reserve fund, i e., until the gold in that 
fund is reduced to $100,000,000, when he must sell bonds to restore it to the full $150,- 
000,000. When he does this, however, he must transfer the $50,000,000 of redeemed 
notes to the general fund of the Treasury, from which they may be paid out for any 
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ptirpose " except that they shall iTot be used to meet deficiencies in the current reve- 
nues." 

This provision is somewhat obscure, but its apparent meaning is that in case 
the revenues equal the ordinary expenses of government, the Secretary is at liberty 
to i)ay out the notes freely as at present. But if the ordinary exi)enaitures exceed!, 
the revenues, the deficit must be met from other funds in the Treasury or by sale oi 
temporary certificates as authorized by the Act of June 13, 1898, rather than by the 
use of notes added to the Treasury general fund in this way. It does not api)ear, 
however, that this prevents the Secretary from paying out the redeemed notes for 
any one of a dozen purposes, even in time of deficit; it merely requires him to meet- 
the deficit from other funds than these notea At the present time the Treasury's 
net cash balance is about $160,000,000. Therefore, under this construction, which 
appears most reasonable of any suggested, until the excess of ordinary expenditures - 
over receipts aggregated $160,000,000 the Secretary would not be prevented from 
paying out redeemed notes. But when that point was reached, and the balance in 
the Treasury thereby reduced to $50,000,000— the amount of the redeemed notes 
transferred to the general fund in the manner described above— funds would have to- 
be provided from some other source to meet further deficits. 

SEC. 3.— SILVER DOLLARS AND U. S. NOTES STILL LEGAL TENDER. 

The legal tender quality, as now provided by law, of the silver dollar, or of any 
other money of the United States, is not affected by this act. The measure thus- 
seeks to assure the maintenance of the gold standard not by making gold the sole 
legal tender, but by the provisions making the government notes redeemable in gold 
and placing upon the Secretary the duty of maintaining all other forms of money 
on a parity with gold. 

The sIlTer dollar derives Its present legal tender status from the Act of February 28, 1878, 
by which It is provided that it "shall be a legal tender at their nominal value for all debts and dues, 
public and private, except where otherwise expressly stipulated In the contract." 

The Act of February 28, 1878, was susperseded by that of July 14, 1890, but the legal tender quality 
of the silver dollar was left unchanged. 

United States Notes*— " United States note« shall be lawful. money, and a legal tender in 
payment of all debt«, public and private, within the United States, except for duties on imports and 
interest on the public debt." — (Revised Statutes, section 3,588.) 

TreasurfT Notes of 1890.— By the Act of July 14, 1890, section 2, Treasury notes are made 
"a legal tender In payment of all debts, public and private, except where otherwise expressly stipulated 
in the contract." 

SECTION 4.— DIVISIONS OF ISSUE AND REDEMPTION. 

By the fourth section there are established in the Treasury two new divisions 
of issue and of redemption, to which shall be assigned, respectively, all records and 
accounts relating to the issue and redemption of United States notes, gold certificates, 
silver certificates and currency certificates. The Treasury notes and silver of lb90 
are also taken up on the books of these divisions. 

This measure definitely separates the general fund of the Treasury from the 
various trust funds for the redemption of notes and certificates. The five per cent 
fund for the redemption of National bank notes and the deposits by banks wishing 
to retire circulation are still held in the general fund, but otherwise there is a dis- 
tinct line drawn between the ordinary fiscal operations of the Treasury and the 
regulation and control of the Government currency. 

The change is clearly shown by comparing the old and new forms of daily 
Treasury statements on the following page. 

SEC. 5.-.SILVER CERTIFICATES TO REPLACE TREASURY NOTES. 

As fast as silver dollars are coined from the bullion purchased under the Act of 
1890, an equal amount of Treasury notes, whenever received into the Treasury, is to 
bo retired and canceled; *'and upon the cancellation of Treasury notes silver 
certificates shall be issued against the silver dollars so coined." 

Coinage op Silver Bullion of 1890. 

Section 3 of the act of July 14, 1890, directs the Secretary of the Treasury to coin 
into standard silver dollars as much of the biQlion purchased under the provisions 
of that act as m^y be necessary to redeem Treasury notes, ' ' and any gain or seignor- 
age from such coinage shall be paid into the Treasury." 

The Act of June 13, 1898, made it mandatory upon the Secretary to coin this 
silver bullion into dollars at the rate of at least $1,500,000 a month. 

As has been already stated, 168,674,683 ounces of silver were purchased imder 
the Act of 1890, at a cost of $1 55,931 ,002. 

Up to June 30, 1899, 75,091,622.49 ounces of this bullion, costing $71,258,074.98 
had been coined into 97,005,966 dollars. The seignorage arising from this coinage 
was $25,810,426.91, which has from time to time been covered into the Treasury as 
Sk miscellaneous receipt. By March 14, 1900, the amount of uncoined bullion had 
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TREASURY CASH BALANCE STATEMENT FOR MARCH 17, IWO. 
OI<D FORM OF STATBIHBNT. 



Gold coin $288,558,789.05 

Gold buUion 129,167.190.00 



Outstanding gold certificates $212,554,779.00 

Less gold certificates in Treasury 41.474,249.00 



$417,720,929.06 
171,080.530.00 



*$246.640,399.05 



Standard silver doUars $410,141,645.00 

Outstanding silver certificates $408,924,504.00 

Less silver certificates in Treasury 6.681,248 

402.248,256.00 

7,898.389.00 

SUver bullion 106,647.91 

Standard silver dollars of 1890 $9,160,005.00 

SUver bullion of 1890 (cost) 77.506,995.00 



$86,667,000.00 
Less outstanding Treasury notes 86.667.000.00 

United States notes $26,123,106.00 

Outstanding currency certificates $16,290,000.00 

Less currvUcy certificates In Treasury 1.325,000.00 



Treasury notes of 1890 $1,016,632.00 

National bank notes 3,410,552.42 

Fractional silver coin 5.269,997.31 

Fractional currency 81.44 

Minor coin 428.693.80 

Deposits in National banks , 111.606,424.14 

Bonds and interest paid....t 474.117.70 



Less National Bank 5 per cent, fund $9,317,444 77 

Outstanding checks and drafts 5.426,777.73 

Disbursing officers' balances 57,228,966.90 

Post Office Department account 5,596,530.85 

MisceUaneous items 2.647.327.31 



14.965,000.00 



$122,206,498.81 



80.217.047.66 



11.158,106.00 



41.989,451.25 



Available cash balance, including gold reserve $307,792,993.21 

* Net gold coin and bullion including $100,000,000 reserved for redemption of United States notes 
section 12. Act July 12, 1882. 

NBW FORM OF STATBMBNT. 

In DlTlslons of Issue and Redemption. 

RESERVE FUND. 
Gold coin and buUion In Division of Redemption $150,000,000 

TRUST FUNDS. 
Held for the redemption of the notes and certificates for which they are respectively pledged: 
DIVISION OF REDEMPTION. DIVISION OF ISSUE. 

Gold coin $212,554,779 Gold certificates outstanding $212,554,779 

Silver dollars 408.924,504 Silver certificates outstanding 406,924,504 

ilweJ bSiuo" oi S:::::::::::::;:::;:::;::::: 7?:^;JS^h-"»'y ■""«« outstanding 86.6e7,ooo 

United States notes 16,290.000 Currency certificates outstanding 16,290,000 

Total $724,486,288 Total $724,436,283 

General Fnnd. 

Gold coin and bullion $55,166,150.05 

Gold certificates 41,474,249.00 

Standard silver dollars 1.217,141.00 

Sliver certificates 6,681.248.00 

Silver bullion 106,647.91 

United States notes 9,833,106.00 

Treasury notes of 1890 1,016.632.00 

Currency certificates, 1872 1,325.000.00 

National bank notes 3,410.552.42 

Fractional silver coin 5,269,997.31 

Fractional currency 81.44 

Minor coin 428,C 



IN NATIONAL BANK DEPOSITARIES. 

To credit of the Treasurer of the U. S $105,542,147.30 

To credit of disbursing officers 6,064,276.78 



$125,929,498.98 



111,606,424.14 



Bonds and Interest paid 474,117.70 



Less National bank 5 per cent fund $9,317,444.77 

Outstanding checks and drafts ^ 5.426,777.73 

Disbursing officers' balances 57,228,966.90 

Post Office Department account 5.596,580.85 

Miscellaneous items 2,647,327.31 



$238,010,040.77 



80.217.047.56 

uigmzea dv vB^Z#^^g%-^ 



THE NEW CURRENCY ACT. 49 

been reduced to about 85,550,000 ounces, costing $77,720,995. The total number of 
silver dollars after all the " 1890 " bullion is coined will be approximately 580,000,- 
000, including those coined under the Act of 1878. 

Bedbmption of Treasury Notes in Silver and Subsequent Betirement. 

Under previously existing law Treasury notes, when redeemed in coin or other- 
wise received into the Treasury, might be reissued, but no greater or less amount of 
such notes could be outstanding at any time ** than the cost of the silver bullion and 
the standard silver dollars coined therefrom then held in the Treasury purchased 
by such notes." 

Accordingly, when these notes are redeemed in silver dollars they must be can- 
celed. Up to March 14, 1900, $69,161,002 of the notes had been thus canceled and 
retired. There were then still $86,770,000 of Treasury notes outstanding, against 
which the Treasury held silver bullion costing $77,720,995 -and silver dollars to the 
amount of $9,049,005. 

Heretofore the Secretary has had no express authority for hastening this 
process of retirement by substituting silver dollars or silver certificates for Treasury 
notes received in the Treasury in the ordinary course of business. By this act this 
course is made mandatory upon him, limited only by his ability to coin the silver 
as fast as needed fqr this purpose. 

SECTION 6.— GOLD CERTIFICATES. 

The gold certificate section of this act corresponds pretty closely with section 12 
of the Act of July 12. 1882, the chief innovations being the requirement that one- 
fourth of the certificates shall be in denominations of $50 or less, and the proviso 
that the issue may be suspended when the amount of United States notes and 
silver certificates in the general fund exceeds $60,000,000. 

This provision is evidently intended to give the Secretary a better chance to 
work off any surplus of silver certificates or United States notes by taking advan- 
tage of the demand for paper currency for general circulation or for bank reserves, 
which demand might otherwise be for gold certificates if they were to be had. 

In other respects the section follows previously existing law in authorizing the 
issue of such certificates in denominations not less than $20 against deposits of gold 
coin. The Secretary of the Treasury is also authorized to issue $10,000 certificates 
payable to order. Heretofore, without any express authority, the Secretary has 
issued the $5,000 and $10,000 denominations thus payable to order, if requested. 
The other denominations issued are $20, $50, $100, $500 and $1,000. 

The amount of $20 and $50 denominations is now well above the minimum 
fixed by the law, being $74,403,979 out of a total of $210,757,779 on March 31, 1900. 

Issue op Currency Certificates Discontinued. 

By the last clause of the section the issue of currency certificates is discontinued. 

The issue of these certificates in denominations of not less than $5,000 against 
United States notes deposited by national banks was authorized by the Act of June 
8, 1872, and re-enacted in section 5,193 of the Revised Statutes. 

They are used by the banks for the sake of convenience, and on account of their 
large denominations and the fact that they are payable to order naturally do not 
enter into the daily transactions of the people. They have lately been issued in de- 
nominations of $10,000 only. The amount outstanding on March 14, 1900, was 
$16,290,000. 

SECTION 7.^DEN0MINATI0NS OF PAPER CURRENCY. 

Hereafter silver certificates shall be issued only of denominations of $10 and 
under, except that ten per cent of the total volume may be in denominations of $20, 
$50 and $100. Silver certificates of higher denominations than $10 are to be retired 
and canceled when received at the Treasury, and certificates of denominations of 
$10 or less substituted therefor. 

A like volume of United States notes of denominations less than $10 shall from 
time to time be retired and canceled, and notes of denominations higher than $10 be 
reissued in their place. 

Silver Certificates. 

The issue of certificates against deposits of silver dollars, in denominations of 
$10, $20, $50, $100, $500 and $1,000, was authorized by Section 3 of the Act of Feb- 
ruary 28, 1878, as follows ; 

That any holder of the coin authorized by this act (ullver dollars) may deposit the same with 
the Treasurer, or any assistant treasurer of the United States, In sums not less than ten dollars, and 
receive therefor certificates of not less than ten dollars each, corresponding with the denominations of 
the United States notes. The coin deposited for or representing the certificates shall be retained in the 
Treasury for the payment of the same on demand. Said certificates shalljjl^i^^^^a^lf ^i^j^i^t^i^s, 
taxes, and all public dues, and when so received, may be reissued. y . ^ 
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The Act of Angnst 4, 1886, anthorized the issue of silver certificates in denom- 
inations of $1, $2 and $5, and permitted certificates of these small denominations to 
be substitnted for higher ones. 

On February 28th there were outstanding $4,923,500 in $500 and $1,000 certifi- 
cates, all of which will be retired under the provisions of the act ; $97,845,000 in 
twenties, fifties and hundreds, about half of which will have to make way for the 
smaller ones ; $128,721,911 in tens ; and $181,386,098 in ones, two and fives ; a total 
of $4p7,875,504. 

Denominations op United States Notes. 

Section 3,571 of the Revised Statutes says that ** United States notes shall be of 
such denominations not less than $1 as the Secretary of the Treasury may prescribe." 
They have heretofore been regularly issued in denominations of $1, $2, $5, $10, $20, 
$50, $100, $500 and $1,000. 

Ui) to 1890 the Secretary of the Treasury was left full discretion as to the 
denominations in which they should be issued ; but in that year, because the 
Treasury Department was steadily retiring the smaller United States notes and 
issuing large denominations instead in order to make a place in the circulation for 
the stream of silver dollars and small silver certificates then being issued, Congress 
provided in connection with its appropriation for the Bureau of Engraving and 
Printing that — 

No portion of this sum shall be expended for printing United States notes of a larger denomina- 
tion than those canceled or retired. 

This, and similar provisions in subsequent appropriation acts have prevented 
this substitution of larger denominations of U. S. notes for smaller ones. The new 
currency law not only permits but requires this to be done as rapidly as large silver 
certificates are replaced by smaller ones. 

On February 28th there wei'e $85,915,488 of ones, twos and fives outstanding, 
and $260,765,533 of higher denominations. 

Ultimate Readjustment op Silver Certificates, United States Notes 

AND Treasury Notes. 
The new act thus involves a number of changes in the circulation of silver 
certificates. Treasury notes and United States notes. Though in the matter of 
denominations much depends upon the preference of the public as expressed in 
demands upon the Treasury, it may perhaps be said that the changes will be some- 
what as follows : 

(1) Issue of $20,000,000 subsidiary silver and simultaneous retirement of $13,000,- 
OCO Treasury notes, as explained under section 8. 

(2) Retirement of the remaining $78,700,000 Treasury notes, and simultaneous 
issuer of $101,000,000 silver certificates of $1, $2, $5* and $10— $73,700,000 to replace 
the Treasury notes and $27,300,000 to represent the seigniorage. 

(8) Issue of $4,923,500 silver certificates of $1, $2, $5 and $10 denominations, 
and retirement of the same amount of $500 and $1,000 silver certificates. 

(4) Issue of from $55,000,000 to $85,000^000 of $1, $2, $5 and $10 silver certifi- 
cates and retirement of an equal amount of the $20, $50 and $100 silver certificates. 

(5) Retirement of from $55,000,000 to $85,000,000 of $1, $2 and $5 United States 
notes and reissue of the same amount in larger denominations. 

The table which follows shows the denominations of each of these classes of 
notes outstanding Feb. 28, 1900, and gives a statement of how the readjustment 
might be exi)ected to work out as to denominations, on the supposition that the 
present distribution is approximately what would be required. 





February 28 


. 1900. 




After Full Readjustment. 




United States 
Notes. 


Treasury 
Notes. 


SUver Certifi- 
cates. 


United States 
Notes. 


Silver Certlfi- 
cates. 


$1, $2, $5 


$85,915,483 
97,515,681 

110.899,352 
52.350,500 


$44,963,590 

30,093,100 

10,648,310 

1.493,000 


$181,386,093 

123.721,911 

97,344,000 

4,923,500 




$320,000,000 


$10 


$106,000,000 
180,000,000 
60,000.000 


150.000,000 


$20, $60. $100 


40,000,000 










Total 


$346,681,016 


$87,198,000 


$407,375,504 


$346,000,000 
Diqitizen ny v, 


$510,000,000 
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SECTION S.-SUBSIDIARY SILVER COINAGE. 

The Secretary of the Treasury is authorized to use any of the bullion purchased 
under the Act of 1890 for subsidiary silver coin of such denominations as may be 
necessary to meet public requirements ; with the proviso that the amount of such 
coins shall not exceed $100,000,000. The previous limitation was $50,000,000; but 
this has been long since exceeded. Whenever any of the " 1890 " bullion is used in 
this way, an amount of Treasury notes equal to its cost shall be canceled. 

Since 1853, all silver coins of less denomination than one dollar have been coined 
from silver bullion purchased by the Treasury for that purpose, the seigniorage 
accruing to the Government. The amount of subsidiary silver coin outstanding on 
March 1, 1900, was $80,101,151. 

As the new limit for subsidiary silver is $100,000,000, there is thus a possible 
increase of about $20,000,000, requiring the use of somewhat more than 14,000,000 
ounces of pure silver. The average cost of the "1890 "bullion now on hand was 
about 90.5 cents an ounce, and therefore the amount of Treasury notes that can be 
retired by the coinage of subsidiary silver is about $13,000,000 The remainder of 
the $86,770,000 of Treasury notes outstanding on March 14 will be retired by the 
issue of silver certificates as rapidly as they come into the Treasury. 

SECTION 9.— UNCURRENT SUBSIDIARY SILVER TO BE RECOINED. 

This section merely gives the Secretary of the Treasury general authority for the 
recoinage of worn-out or uncurrent subsidiary silver coin and for the reimbursement 
of the Treasurer for the loss incurred in the operation. Heretofore, this authority has 
been given annually in one of the appropriation acts, and has been limited by the 
amount of the appropriation granted. 

SECTION 10.— NATIONAL BANKS WITH CAPITAL OF $25,000. 

National "banks with a capital of not less than §25,000, may, with the sanc- 
tion of the Secretary of the Treasury, be organized in any place the population of 
which does not exceed 3,000 inhabitants." 

This is the amendment to Section 5,138 of the Revised Statutes, under which no 
banks could be organized with a capital less than $50,000. 

It is intended by this amendment to provide for the establishment of numerous 
small national banks in the various towns throughout the country which are not 
able to support banks of $50,000 capitalization ; it is also exi)ected that many State 
and private banks (of which there are about 1800 with a capital of from $25,000 ta 
$50,000) will be converted into National Banks. 

Within ten days after the passage of the Act the Comptroller of the Currency 
reported applications for the establishment of over 350 banks of less capital than 
$50,000, mostly of the minimum capitalization — $25,000. 

SECTION 11.— REFUNDING OF BONDS. 

The five -per cent bonds, payable in 1904, the four per cents, payable in 1907, and 
the three per cents, payable in 1908, may be refunded into two per cent gold bonds, 
payable, in thirty years. The new bonds will not be sold outright, but will be issued 
only in exchange for the old ones ; '* and in consideration of the reduction of interest 
effected, the Secretary of the Treasury is authorized to pay to the holders of the out- 
standing bonds surrendered for exchange, a sum not greater than the difference 
between their i)ar value and their present worth to yield an income of of 2^ per cent 
per annum." 

The holders of the old bonds are not obliged to exchange them for the new ones, 
but may keep them until their original date of payment. 

It will be noted that the privilege of refunding does not apply to the $162,- 
315,400, four per cent bonds falling due in 1925, or to the $25,364,500 two per cent 
bonds now payable at the option of the Government. 

On April 1, the date that the new bonds will bear, the present worth of the old 
Ones, computed on a 2^ per cent investment basis, will be $110.0751 for each $100 of 
the 5per cents, $111.6765 for the 4 per cents and $105.6851 for the 3 per centk'S^'^ 
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The amount of these bonds outstanding at the latest official report (March 1 , 
1900) and the premium to be paid by the Government if all were exchanged 
on April 1, 1900, are as follows : 





Amount. 


2V4% Basis. 


Present Worth. 
2V4% Basis. 


Premium. 


t% Bonds of 1904 


♦95,009.700 
545,345.200 
198,791,440 


110.0751 
111.6765 
105.6851 


$104,582,022 
609.022,432 
210,092,932 


$9,572,322 


A% " of 1907 


63,677,282 


jj% " of 1908 


11,801,492 








$839,146,340 




$923,697,386 


$84,551,046 



If these bonds are all exchanged upon this basis the saving of interest to the 
dates of maturity of the old bonds will be approximately $16,566,000 on the 3 per 
cent bonds, $79,075,000 on the 4 per cents, and $10,925,000 on the 5 per cents, a total 
of $106,566,000— resulting in a net gain to the Government of about $22,000,000. 

Under the terms of the act the new 2 per cent bonds issued will be precisely 
equal in amount to the face of the older bonds exchanged, and the whole of the 
premium in question will be paid from the Treasury to those presenting' the bonds 
for exchange. It is a matter for the discretion of the Secretary of the Treasury 
whether the premium is paid from the cash in the Treasury or from the Treasury's 
deposits in National banks So far, however, the practice appears to be to i)ay from 
both sources in such a way as to create the least disturbance of currency conditions. 

SECTION 12.— NATIONAL BANK CIRCULATION. 

National banks may now issue notes equal in amount to the par value of the 
bonds deposited with the Treasurer of the United States, and also up to the amount 
of their capital stock actually paid in. If the market value of the bonds falls below 
par, the Comptroller of the Currency may, as heretofore, require additional deposits 
of bonds or of lawful money. 

No National bank may issue more than one-third of its notes of the denomina- 
tion of $5. The new 2 per cent bonds may be substituted for any of the old Wnds 
now on deposit to secure circulating notes. National banks which may have retired 
a portion or all of their circulation are not hereafter obliged to wait six months be- 
fore again increasing their circulation. 

Until the date of the present act, a bank could issue notes only up to 90 per 
cent of the par value of the bonds deposited, and up to 90 per cent of its capital. 

The Act of June 3, 1864, provided that after the resumption of specie pay- 
ments no notes of a less denomination than $5 were to be issued ; so that the present 
denominations are |5, $10, $20, $50, $100, $500 and $1,000. Heretofore, no specific 
proportion of the notes has had to be in *' fives" or in any higher denomination. 

Of the 3,604 national banks now issuing notes, more than 900 have only plates 
for $5 notes. This indicates that there will have to be considerable shifting of 
circulation before the whole is adjusted to the new basis. As a whole, however, 
the circulation already comes within this limit, there being now only $78,760,515 in 
$5 notes out of a total of $271,034,337 outstanding circulation. 

Withdrawal of Circulation and Subsequent Increase. 

•'Any national banking association now organized, or hereafter organized, desiring to withdraw 
Its circulating notes, upon a deposit of lawful money with the Treasurer of the United States, is author- 
lied to withdraw a proportionate amount of the bonds held as security for its circulating notes in the 
order of such deposits ; and no national bank which makes any deposit of lawful money in order to 
withdraw Its circulating notes shall be entitled to receive any Increase of Its circulation for the period 
of six months from the time it made such deposit of lawful money for the purpose aforesaid : Provided, 
That not more than $3,000,000 of lawful money shall be deposited during any calendar month for thi«» 
purpose."— Act of July 12, 1882, Sec. 9. 

The prohibition against any increase of circulation for six months after making 
a deposit of lawful money to withdraw notes is now repealed ; but the proviso that 
not more than $3,000,000 of notes may be withdrawn during any month is still 
retained. ' uigmzeaDy vjv/wgiw 
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SECTION 13.-TAX UPON CIRCULATION SECURED BY NEW BONDS. 

Upon circulating notes secured by the new 2 per cent bonds the banks will i)ay 

a tax of only one-half of 1 per cent per annum, while on those secured by all other 

bonds (including the old 2 per cents of 1891) they will continue to pay 1 per cent per 

annum. The Act imposing the old 1 per cent tax reads as follows : 

"In lieu of all existing taxes, every association sliall pay to the Treasurer of the United States, 
in the months of January and July, a duty of one-half of one per centum each half-year upon the 
average amount of Its notes In circulation." (Sec. 6,214, Revised Statutes; Act of June 8, 1864, sec. 41.) 

This tax is imposed, not upon the amount of circulation received from the 
Comptroller of the Currency, but upon the average amount actually issued by the 
bank, not counting any held in its vaults or tills. 

SECTION 14. -INTERNATIONAL BIMETALLISM. 

In the Act of November 1, 1893, already quoted, it was declared — 

" That the effort of the Government should be steadily directed to the establishment of such a 
safe system of bimetallism as will maintain at all times the equal power of every dollar coined or issued 
by the United States, in the markets and in the payment of debts." 



EFFECTS OF BANK CURRENCY PROVISIONS. 

By L. Carroll Root. 

Much interest attaches to the question of the probable effects of the bank cur- 
rency provisions of the new law upon the currency of the country and general 
business conditions. 

There have been numerous views expressed as to the amount ^of expansion of 
bank currency probable under the operation of the Act, varying all the way from 
those who believe that it will but little exceed the $24,000,000 involved in increas- 
ing the circulation from 90 per cent to 100 per cent of the par value of the bonds 
already on deposit, to those who predict an "inflation" amounting to from 
$400,000^000 to $600,000,000, and even more. 

The capital of the national banks now in operation amounts to $613,000,000. 
Their outstanding circulation on March 1st, 1900, was $213,000,000. There is thus 
the opportunity for a possible increase of $400,000,000 upon the present capitalization, 
in case the issue of currency is made sufficiently profitable to induce each bank to 
expand its circulation to the limit set by the law— the par of capital ; while there is 
a further opportunity for an indefinite increase by the establishment of new banks 
or the conversion of state and private banks into national banks. 

The amount which will actually be issued depends largely upon two considera- 
tions, viz. : (1) the profit to be derived by the banks from the circulation, and 
(2) the field afforded for the use of additional paper currency. It will be profitable to 
consider the subject briefly from both these points of view. 

PROFIT ON CIRCULATION. 

What is the profit offered by the current bill ? and on what does it depend ? 

The present price of the new two per cent bonds is about 105. Let us assume 
that a bank of $100,000 capital proposes to issue $100,000 of circulation. Its condi- 
tion would be about as represented by the following balance sheet : 



ASSETS. 

U. S. 2% Bonds, cost tlOS.OOO 

b% Redemption Fund 5,000 

Average cemli reserve and notes out of use 10,000 

Loans and Discounts 80.000 

$2oo,ooa 



LIABILITIES. 

Capital $100,000 

Circulation 100,000 



$200,000 



Income from interest on Bonds $2,000 

•♦ Loans, 6% 4.800 

$6,800 

Deduct tax on circulation $450 

•* expense of note redemption, eU' t 100 

Slnldng Fund lor premium on bonds 63 613 

Net Income $6,187 



As against this, the income from loaning the original |li9l^^*IJ^ D^5^"??l^^9$If€^ 



:ht 
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woTild have been $6,000. In other words, where loans are made at 6 per cent, the 
bonds being purchased at 105, and 10 per cent of the amount of the currency being 
on the average either unemployed or held as a reserve to meet redemptions, the 
profit on the whole transaction would be only $187— -probably not enough to pay for 
the trouble and incidental expense involved in caring for the circulation. 

It will be noticed that in this example there are three variables — ^the rate of 
Interest, the premium on the bonds, and the amount of reserve and idle circulation. 
Each of these has an important bearing on the question of profit. If instead of 
6 per cent, we assume that the locality is one where loans average only 4 per cent, the 
same calculation shows a profit of $560 over simple loaning of the capital, while with 
8 per cent loans it shows a loss of $195. 

Passing to the other variables, it is evident that the higher the premium upon 
the bonds, the less the profit. If the bonds were bought at 108 instead of 105, the net 
profit of $187 in a 6 x)€r cent locality would be turned into . an actual loss of $30. 
While if the bonds could be bought at 103, the profit would be increased to $330, 
and if they could be purchased at par, the profit would be $550. 

The third variable is one whose importance is too often overlooked. It is essen- 
tial that a bank with $100,000 of demand notes outstanding should keep some funds 
In hand (in addition to the 5 per cent fund with the Treasurer) as a cash reserve from 
which to redeem any notes which may be presented for redemption at its counter, 
and especially to meet the drafts of the Treasurer to make good the 5 per cent fund 
when drawn upon by redemptions. This demand vnll certainly be more frequent 
and for larger amounts if all the banks of the country are trying to put out more 
notes than the public cares to absorb. 

Then again, the banks even in the past have found it impossible to keep all of 
their notes in circulation* The latest statement shows that they are now holding 
idle some $7,000,000 of their own notes, in addition to about $20,000,000 in notes of 
other banks. This is over 12 per cent of the total circulation issued to them which 
is now held unused, not capable of counting as reserve and earning nothing tmtil 
paid out. In the future, if there should be any considerable attempt to put out a 
much larger circulation, this item of idle notes would be a much more important one 
than now or in the past. Hence, instead of allowing a 10 per cent margin to cover 
unissued circulation and necessary reserve, it might easily be necessary to allow for 
a 20 per cent margin for these purposes. Such a margin would change the net profit 
in the typical case taken into a loss of $413 ; or, stated in another way, the 2 per cent 
bonds would have to be purchasable for less than par in order to put the bank in a 
position in a six i)er cent locality where it could make as much from the circulation 
as it could make without it. 

These two considerations— the fact that any considerable demand for the bonds 
will put them at a premium so high as to cut off the profit from circulation, and the 
fact that with any considerable attempt on the part of the banks of the country to 
expand their circulation it will become necessary for the average bank to hold a 
larger amount of its notes idle and to hold a larger cash reserve to meet increased 
redemptions — make it apparent that whatever profit exists under present conditions 
will vanish before the circulation is expanded very far. Thus, from the point of 
view of profit to the banks, there is a pretty definite limitation upon the circulation 
possible under the bill. 

As a matter of fact, however, it is quite probable that many bankers, neglecting 
some of the proper elements in the calculation as given above, may be led to increase 
their circulation upon the expectation of a larger profit than will actually exist. 
For example, they may not only proceed upon the assumption that they vdll be able 
to keep all their notes in constant circulation, tut will disregard the practical ne- 
cessity for holding a larger reserve by reason of their increased note issue and will 
even ignore the 5 i)er cent redemption fund in their calculation because the law 
permits that to be counted as a part of the reserve they are required to hold against 
deposits. Such a calculation would increase the apparent profit in the typical case 
suggested to over $1,000. And it is easy to see that if suc^||i||^J|iQ^Q|^^pgta- 
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tion were to be quite generally adopted by the bankers upon whose action the ques- 
tion rests, the issue of currency might be accelerated thereby until the price of the 
bonds advanced so as to be prohibitive. Experience, however, would soon demon- 
strate the fallacy of such computations, and the problem of profit would in the end 
resolve itself into the elements discussed above. 

It seems hardly necessary to warn the reader that the initial ** profit " of which 
we speak in this connection is something which under our system of free compe- 
tition in banking cannot continue to exist in the shape of an actual abnormal profit 
to the issuing bank. * For there is in this country no monopoly of banking or of the 
issue of circulating notes. The national banking system is freely open to all. In 
consequence, any advantage tending to an increased profit must in the nature of 
things be shared with the public. The reduction of the tax on circulation and the 
removal of other restrictions upon the issue of notes thus give the banks an increased 
profit only in the same sense that a reduction of two cents a pound in the wholesale 
price of sugar would give the retailers an additional profit of two cents a pound. 
This it would do only if the retail price remained the same as before. Similarly 
the increased profit to the banks of which we speak can exist only if the interest on 
its loans or investments is not reduced by the resulting competition. And just as 
tinder the competition of grocers the profit from a reduction in the wholesale price 
of sugar goes at once to the consumer in the shai)e of cheaper sugar, so the " profit" 
involved in the reduction of the expense of bank notes goes, through the operation 
of competition, to the borrowers from the bank in the shape of cheai)er interest. 
In the present instance, unfortunately, owing to the fact that the principle of bond 
security is retained, the greater part of the profit is distributed in the shape of lower 
interest upon the kind of investment thus prescribed — United States bonds. But 
under a system of note issue based on general commercial assets, the profit would be 
distributed in the shape of lower interest upon the whole field of investment, 
including particularly the notes of business men and other borrowers. 

LIMITATIONS IMPOSED BY BUSINESS DEMANDS FOR CURRENCY. 

But apart from the limitation upon circulation due to the diminution of profit to 
the banks, there is another very practical limitation which would operate to prevent 
any great expansion, even if all restrictions upon the issue of notes were removed. 
This is the business demand for paper currency. Indeed, this might be termed 
only another phase of one of the topics already mentioned, being, in fact, the cause of 
the increase in idle currency and increased redemptions which naturally attend 
an attempt on the part of the banks to extend their circulation beyond the natural 
needs of business. For the business demand for paper currency, while it of course 
varies from time to time, is at any given time a comparatively fixed amount. The 
fact that the business men ip the country are daily depositing back some 
$20,000,000 of paper currency in the banks, indicates the process by which the 
amount in actual c'rculation (t. €. , outside the reserves of the banks and Treasury) 
is daily adjusted to the wants of the public. If business men find more paper cur- 
rency coming in than they care to keep in their tills they regularly deposit the 
excess in the banks. 

In dealing with this phase of the subject it must be remembered that the 
demand for note-currency about which we are inquiring is a very different thing 
from a demand for loans or for capital. It may frequently happen that there exists 
a genuine demand for loans at a normal interest rate without any accompan3dng 
demand for additional currency. At such a time, the business community has all 
the notes which it cares to use in transacting its business. The issue of $100,000,000 
more when the channels of circulation are already filled would result at once in 
larger deposits of currency in the banks until the equilibrium was restored. 

So long as all our currency is convertible, there is no way in which more paper 
money can be kept outstanding than the country's business will absorb ; for any 
surplus will rapidly drift into the banks. In this way it is the business community 
and not the banks or the government that determines the upper limit to the circula- 
tion, uigitizea Dy \^j\jvj\lv\^ 
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PAPER CURRENCY IN ACTUAL CIRCULATION. 

At the present time the pai)er currency of the country is about $1,828,000,000, of 
which about $476,000,000 is in the Treasury and the reserves of the banks, leaving 
about $847,000,000 in actual ciirculation elsewhere. Of this $847,000,000 nearly 
$100,000,000 is in $1 and $2 government notes and certificates necessary for small 
change. The national banks can issue no notes of these denominations. The real 
field therefore, within which the national bank notes must circulate is that which 
is now filled by some $750,000,000 of paper currency of denominations varying from 
$5 to $100. 

Now, it may safely be said that there is at the present time no very great de- 
mand from the public for additional paper currency. There has at times during the 
past year been some complaint of lack of small bills, but except during the crop 
moving season, it was in the main not a demand for more paper money, but for 
different denominations than were at hand. If the banks of the country should for 
a few days systematically pay out all the paper money they could, and thus get out 
into the hands of the public say $850,000,000 where only $750,000,000 is now being 
used, it seems more than probable that within a month' the banks would find a 
large part of the excess redeposited with them. 

If the $750,000,000 of paper currency now in use were all national bank notes, 
the issue by the banks of another $100,000,000 of circulation would thus have little 
effect except to stimulate more active redemptions and to leave the banks with more 
unused notes on hand. The notes, being in excess of the public demands, would 
be redeposited from day to day in the banks, and the net amount in actual use 
would thus be only temporarily increased. As a matter of fact, however, 
only one-third of the $750,000,000 is now national bank currency. The rest is 
government notes and certificates, not a proi)er credit currency automatically retir- 
ing when the public no longer has use for it, but a fixed volume of paper money 
available for bank reserves. It is here that the results will be different from those 
which we should find if the currency in general circulation were already national 
bank notes. For if the banks, endeavoring to exx)and their currency, are paying 
out every month $50,000,000, and the public, refusing to use more than it already 
has, is likewise redepositing $50,000,000 every month, it is apparent that (as there 
is no reason why national bank notes should be sorted out for deposit as against 
government notes) only about one-third of this, or $17,000,000, will naturally be 
bank notes. The other two-thirds will be government notes, and the residt will be 
a steady addition to the reserves of the banks resulting from the substitution 
of national bank notes for government notes in the channels of circulation. 
These constant additions to the bank reserves so long as the process keeps up will 
necessarily residt in ** cheap money." And if the conditions of note issue were only 
sufficiently liberal to produce an increase of several hundred millions in the bank 
note currency (accompanied, as indicated above, by the withdrawal of nearly as 
large an amount of government currency into the bank reserves) it is very probable 
that the result would be such a material reduction of our interest rates as would 
send some of our surplus gold abroad. That, however, in itself would not be an 
unfortunate circumstance ; on the contrary, granting, of course, that our govern- 
ment paper currency can be proi)erly provided for, so that there will be no danger 
of any lapse from the gold standard, it would be merely the effect of the same 
causes that produce a real economic gain to the whole country, of which we 
should everywhere reap the advantage in lower rates of interest. 

Whether or not the measures which have been taken are sufficient to warrant 
the banks in increasing their circulation to any such extent, it is too early as yet to 
say. The considerations which have been suggested in an earlier section would tend 
to cast some doubt upon it. But many of the questions of profit involved are such 
as can only be answered by exi)erience, and the conditions have been so changed 
that the exi)erience of the past throws little light upon the question of the 
immediate future. ^ j 
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* ' Our banks have accomplished their great object of furnishing a sound cur- 
rency, sound, equal and uniform, in consequence of its redemption at par in the 
great central market of the country. The bills furnish a most convenient instru- 
ment for exchanging the various commodities of commerce and agriculture and go 
into a wide circulation, ... The system is admirable and is perhaps, without a 
parallel in the world ; it leaves us nothing to desire, so far as an instrument of 
commerce is needed, within the circle of the Eastern States.^* — Report of Maine Bank 
Commissioners, 1841. 

*• The Suffolk system, though not recognized in our banking law, has proved to 
be the great safeguard to the public. Whatever objections may exist to this sys- 
tem in theory, its pra'^tical operation is to keep the circulation of our banks 
within the bounds of safety. No sound bank can have any well-founded reason 
for refusing to redeem its bills in Boston, and a bank that is not sound cannot 
long do buHneaa under that system," —B^port of Maine Bank Commissioners, 1867. 
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STATE BANKING IN MAINE. 

GENERAL HISTORY. 
Prior to 1881. 

The first bank established in the Province of Maine was the Portland Bank, at 
Portland, incorporated by the General Court of Massachusetts June 15, 1799. Its 
capital was $100,000 with the privilege of increase to $300,000 at the pleasure of the 
stockholders. The privilege was improved and the whole amount allowed by the 
charter was subscribed. No stockholder was allowed to borrow of the bank till he 
had paid in his share of the minimum capital. The liabilities of the bank were 
limited to twice the capital and cash deposits. It might hold only such real estate 
as was needful in carrying on its business, not to exceed $15,000 in value. In the 
management of the bank each stockholder had one vote for his first share and one 
for every additional two shares, but no one was allowed more than ten votes. No 
official of any other bank was eligible as a director. Bills signed by the president 
were binding on the bank. No bills under $5 were to be issued. The shares were 
liable for debt. A committee of the legislature might examine the books at any 
time, and if it were found that the bank had not complied with the conditions of 
its charter, the legislature was authorized to annul the charter. An annual state- 
ment, signed by the directors and attested by the cashier, was to be made to the 
Governor and Council, specifying the capital paid in, the debts due to the bank, 
the deposits, the notes in circulation, and the cash on hand. The bank was incor- 
porated for twenty years. In 1809 the charter was changed so as to authorize the 
bank to hold any amount of real estate as security or in payment of debts. It was, 
however, not to hold more than the value of one-third of its capital in fee simple, 
and it must dispose of the remainder as soon as practicable. All such mortgages 
previously taken were legalized. The bank had a prosi)erou8 career until 1808, 
when the town suffered serious commercial disasters. The bank met with such 
heavy losses that the directors susi)ended its operations and finally closed it in 1815. 
The stockholders suffered a loss of twenty-five per cent. 

The next bank in Maine was the Maine Bank, also at Portland, chartered June 
28, 1802, to do business from April 1, 1808, to the first Monday in October, 1812. 
All bank charters subsequently granted were made to expire at the latter date. The 
capital of the Maine Bank was limited to between $150,000 and $300,000, as might 
be determined by the stockholders. The whole amount was subscribed, but the 
capital was reduced later to $200,000. The charter contained several new provis- 
ions. The original amount of altered bills was to be paid, the bank might be taxed 
and the Commonwealth might subscribe to the capital of the bank to any amount 
not exceeding one-third of it. The bank was to loan to the Commonwealth any 
sum not over $80,000 at not more than five i)er cent interest, whenever it might be 
required, reimbursable in five annual payments, or sooner at the pleasure of the 
Conunonwealth, provided that the whole debt should not exceed $30,000 at any one 
time without the consent of the bank. The most interesting novelty was a provis- 
ion that one-eighth of the funds should be appropriated to loans to be made to 
citizens of the Commonwealth, not residents of the place where the bank was es- 
tablished, for the benefit of agricultural interests, in sums between $100 and $500 
on x)ersonal bond with collateral mortgage for not less than one year, on condition 
of paying the interest annually, subject to the usual rights of forfeiture and 
redemption. The bank had an uneventful career and ceased to do business at the 
expiration of its charter, leaving a good record behind it. 

At the same session of the General Court the Lincoln and Kennebec Bank, at 
Wiscasset, was chai-tered with a capital of $200,000. The charter was similar to 
that of the Itfaine Bank except that the limit of the loan to the Commonwealth was 
$20,000 instead of $30,000, and no business was to be done till half the capital was 
paid in. The bank enjoyed a short, peaceful life, which came to a quiet end at the 
expiration of its charter in 1812. 

In 1803 the Saco Bank, in Pepi)errellborough (now Saco), was incorporated witb 
a capital of $100,000. The only new feature of its charter was a slight change in 
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the section regarding loans to the Commonwealth. The Commonwealth conld not 
demand more than $10,000 at once, but the whole debt might be $20,000 at any one 
time without the consent of the bank. This bank had an uneventful history and 
handed over its affairs to its successor when its charter expired in 1812. 

The Hallo well and Augusta Bank, located at HaUowell, was incorporated in 
1804 with a capital of $200,000. Its charter was the first in Maine to limit the debts 
^ due to the bank. They were not to exceed twice the capital. The bank was not 

allowed to issue any bills between $5 and $10. The provisions for the loans to the 
Commonwealth were similar to those in the charter of the Saco Bank, but the 
amounts were doubled. The bank did business quietly till its charter expired. 

The sixth bank in the Province of Maine, the Penobscot, was the first to come 
to a violent end. It was chartered in 1806 with a capital of $150,000 and was estab- 
lished in Buckstowri (now Bucksport). It was not allowed to issue bills under $5 
to more than five per cent of its capital. The loan that the Commonwealth might 
exact was limited to $10,000, and the subscription the Commonwealth might make 
to the capital was limited to $30,000. Its directors tried to run the bank with a 
large circulation and no capital. In August, 1809, it stopped payment and resumed 
only spasmodically. We shall see more of it in a later part of this paper, where it 
heads the list of casualties. No more banks were chartered before 1812. 

It may be well to review the legislation of this i)eriod, under which banks did 

^ business. In 1799 unincorporated banks were prohibited. Such as existed had to 

cease business by March 1, 1800, under penalty of $1,000 for any note issued after 

that date. Any subscriber to an unincorporated bank was liable to a fine of $1,000. 

No bank was allowed to issue notes under $5 after September 1, 1799. Any 
person receiving such a note might recover $5 from the bank that issued it. In 
1802 it was enacted that after July 1 of that year no person should circulate any 
bank bill under $5 issued by any bank other than the banks of the Commonwealth 
and the Bank of the United States. This act was repealed, but it was followed by 
other acts almost identical. By an act of June 5, 1805, the banks of the Common- 
wealth were authorized to issue one dollar, two dollar, and three dollar notes to five 
per cent of their capital, provided that the total amount of bills be not increased. 
Careful provision was made against excessive issues. The design was minutely 
prescribed. The total amount of bills authorized for any bank must be printed at 
I one time. A special act was passed in 1808 to allow the Maine Bank to print 

k ^ another impression of such bills, but provided that the total amount outstanding 

should not exceed five per cent of its paid-up capital. By an act passed in 1809 
banks were authorized to issue, from July 1 of that year during the pleasure of the 
Legislature, bills of one, two, three, and four dollars up to fifteen y^r cent of their 
paid-up capital. It was also enacted in 1809 that after January 1, 1810, any bank 
should forfeit two per cent per month of the amount of any bills it might neglect 
or refuse to pay on demand. 

An act of 1802 directed that bank returns should be made on the first Monday 
of January and of June to the Governor and Council, specifying the capital, the 
debts due to the bank, the deposits, the bills in circulation, the coin on hand, and 
the bills of other banks in and out of the Commonwealth. The returns were to be 
signed by a majority of the directors and attested by the cashier. They were to be 
laid before the Legislature whenever that body might so request. A further act in 
regard to bank returns was passed March 14, 1806. It required a report from each 
bank on the first Monday of January and of June, specif 3dng the paid-up cat>ital, 
' the value of the real estate owned by the corporation, the debts on interest, the 

cash deposited, the bills in circulation, the gold, silver and other coined metals on 
hand, the bills of other banks within the Commonwealth, the bills of one, two and 
three dollars in circulation, the bills of other banks without the Commonwealth, 
and the amounts of one, two and three dollar bills on hand. 

In 1809 was passed a very interesting law, the preamble and first section of 
which are as follows : 

•• Whereas Jacob Perkins of Newbury port, In the county of Ebbcx, hath Invented and completed 
certain Stereotvoe Steel Plates for the Drlntlnir of Bank-Bllls. and hath obtained from the President of 
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the United States a patent for the excluelve use of the same ; and whereas the said Jacob Perkins hath 
j^iven a bond Mrlth securities in the penal sum of ten thousand dollars to this Commonwealth, condi- 
tioned amonjT other things to print and Impress with the said plates Bank-Bllls of the denominations 
ot one, two, three, four, and five dollars, for the use of the several incorporated Banks in this Common- 
wealth, and to furnish Bank paper for the same, of the best quality, upon the terms which are specified 
and contained in the said bond ; and whereas the public good requires that the bills of the several de- 
nominations aforesaid should be printed and impressed upon the said plates, in order to produce a 
uniformity In, and to prevent the counterfeiting of, the same ; 

"Sec. I. From July 1, 1809 no bank incorporated by Massachusetts shall issue bills of one, two, 
three, four, and five dollars unless the said bills shall be printed and impressed from Stereotype Steel 
Plates, from which plates original impressions of the bills of the several denominations aforesaid are 
deposited in the office of the Secretary of this Commonwealth; nor unless the said Bills of the denom- 
ination of five dollars shall have on the back of the same an impression from the check plates, one of 
the impressions from which is also deposited in the office of said Secretary of said Commonwealth." 

The Penobscot Bank had been required by its charter to print its bills on stereo- 
type plates, but this is the first general provision for such a safeguard. 

In 1812 the charters of many banks expired. Among the number were all 
those in the Province of Maine except the Portland Bank. Many petitions for new 
banks were presented to the Legislature that met in the winter' of 1811-13. To the 
gi'eat delight of the Republicans these were postponed to the next session. The 
hopes of the Republicans for a radical change in the banking system were, however, 
destined to disappointment. The conference committee on banks reported in June, 
recommending the granting of charters to a goodly number of banks, among which 
were six in Maine with a capital of $1,020,000. The committee advised that the 
new banks should be incorporated on the principles of the State Bank, that bonds 
and mortgages in the expiring banks should be transferred to the new banks and 
considered as part of the sums required by the new charters to be loaned on such 
securities, and that the- charters of the new banks should expire at the same time as 
the charter of the State Bank, the first Monday of October, 1831. The report was 
accepted in the Senate without a division and in the House by a vote of one hundred 
and eighty-four to sixteen. 

The six Maine banks recommended by the committee were incorporated June 
23, 1812. The Cumberland bank, with $300,000 capital, succeeded the Maine Bank 
at Portland. The Hallo well and Augusta Bank, with a capital of $150,000, followed 
the bank of the same name at Hallowell. The Saco Bank, having a capital of 
$120,000, replaced the bank of the same name in Saco. The Wiscasset Bank, with a 
capital of $250,000, took the place of the Lincoln and Kennebec Bank at Wiscasset. 
The Bath Bank at Bath, capital $100,000, and the Kennebec Bank at Augusta, capi- 
tal $100,000, were the only really new banks. These six banks were, to borrow a 
naval phrase, sister ships. Their charters were identical except that the subscrip- 
tion to the capital that the Commonwealth might make varied with the capital of 
each bank and was unmentioned in the case of the Kennebec Bank. The charters 
of those banks that replaced the old ones allowed them to take over the directors 
and mortgages of their predecessors. 

The charters differed somewhat from those granted before 1812. The amount 
of loan that the Commonwealth might demand was fixed at ten per cent of the 
capital. The terms of the loan remained the same. The total debt of the State 
could not exceed at any time twenty per cent of the capital, without the consent 
of the bank. The amount to be loaned to the agricultural interest on personal 
note with collateral mortgage was reduced from one-eighth to one-tenth of the 
funds of the bank, and the loan must, be made in sums between $100 and $500. 
The most important change was that the debts due from the bank, exclusive of the 
sums due for deposits, were limited to one hundred and fifty per cent of the paid up 
capital. The charters contained a provision that the bank should pay semi-an- 
nually a tax of one-half of one per cent on the paid-up capital, if a like tax should 
be required of other banks. 

On the same day that these charters were granted, June 23, 1812, an act for the 
taxation of banks was passed. It required every bank to pay after October 1, 1812, 
a tax of one-half of one per cent of its paid-up capital within ten days after the pay- 
ment of each semi-annual dividend. The Commonwealth might collect the tax by 
seizing the property of the bank, if it was not paid within thirty days after it fell 
due. An act of Feb. 28, 1814, made the tax payable within ten days after the first 
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Monday of October and of April, and required each bank to fnmish to the Treasurer 
of the Commonwealth an abstract of the date and amount of all subscriptions to the 
capital paid by the stockholders. An act of June 14, 1814, provided that any taxes 
collected twice by reason of the change of date should be refunded, and that on any 
stock paid in less than six months before the tax fell due the bank should pay only 
a part of the tax, proportioned to the time since the stock had been paid in. 

By act of June 24, 1812, banks were allowed to issue bills of the denomination 
of one, two and three dollars up to ten per cent of their paid-up capital, provided 
the total circulation should be not more than was before allowed by law. Feb. 3, 
1818, the amount was increased to twenty-five i)er cent of the capital. No bank was 
permitted to issue any bill in which the fractional part of a dollar was expressed. 
In 1816 the legislation against the circulation of small bills was repealed. 

In 1813 a new act concerning returns was passed. The directors of banks must 
make returns on the first Monday of January and of June and transmit them to the 
Secretary of the Commonwealth within fifteen days. The returns must specify the 
paid-up capital, the value of the real estate belonging to the corporation, the debts 
due to the banks, the deposits, the bills in circulation, the gold, silver and other 
coined metals on hand, the bills of other banks in and out of the Commonwealth, 
the bills of one, two and ttu-ee dollars in circulation and on hand, the rate and 
amount of the last dividend, and the surplus. The return must be signed by a 
majority of the directors and by the cashier, who must swear to its truth, according 
to their best knowledge and belief, before a magistrate not interested in the bank. 
An act of 1812 authorized the seizure and sale at auction of the real estate of a bank 
for its debts. The next year the provision was extended to mortgages held by banks. 

June 16, 1813, two banks were incorporated in Maine, the Kennebunk, at Arun- 
del (now Kennebunkport), with a capital of $120,000, and the Lincoln Bank, at 
Bath, with a capital of $100,000. The charters present no new features of note. 
Four more banks were incorporated with similar charters in 1814 with capitals of 
$100,000 each, the Augusta Bank, at Augusta, the Bangor Bank, at Bangor, the 
Gardiner Bank, at Gardiner, and t}ie Waterville Bank, at Waterville. The stock- 
holders of the Waterville Bank did not pay in the last half of the capital at the date 
specified by the charter, and the time was extended. The charter of the Bangor 
Bank lapsed by non-payment of capital and was revived in 1817. 

A law was enacted in 1816 forbidding any bank to issue any bill, note, check 
or draft payable at any other place than the bank, unless also on its face it should 
be made payable at the bank. This law also prohibited the issuing of any bill or 
note redeemable at the bank in any other way than by payment in specie. Any 
bank issuing any such liabilities was obligated to pay them in specie on demand at 
the bank, under the penalty already provided for neglect or refusal to redeem bills, 
viz., two per cent per month. Checks for more than $100 drawn by the president 
or the cashier on other banks were excepted. If they were not honored, they were, 
however, subject to the provisions of the bill. 

In 1818 copies of the Perkins plate, which banks were required to use in print- 
ing small bills, seem to have become numerous. A law enacted that year shows 
that precautions against their misuse were thought necessary. All plates owned by 
banks must be kept in their vaults and might be taken out and used only in the 
presence of the president, a director, or the cashier, and must be returned to the 
vault every night. Plates used by more than one bank must be kept in the vault 
of one of five specified banks. Any person having such plates in his possession con- 
trary to the provisions of the act thirty days after its passage, or in any other way 
violating it might be punished by a fine of not more than $1,000, by imprisonment 
in the common jail, or by confinement at hard labor in the State prison for not 
more than ten years. The act was later amended so as to allow Abraham Perkins 
to keep the plate in his possession and to use it as before provided by law. 

In 1816 the Kennebunk Bank reduced its capital $20,000, and the next year the 
Saco Bank did the same. In 1818 th^ Wiscasset Bank reduc^ its capital from $200r 
00Q*o?100,00Q. 

uigiTized Dy x^JV/v^v i\^ 
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Two banks were incorporated in 1819, the Bank of Portland, at Portland, with a 
capital of $200, 000, and the Passamaqnoddy Bank, at Eastport, with a capital of 
$100,000. The bank at Portland was considered the successor of the old Portland 
Bank, whose charter expired this year, though it had ceased business in 1815. A 
new feature of its charter was that additional directors might be appointed by the 
Commonwealth, if it should subscribe to the capital of the bank. The charter of 
the Passamaqnoddy Bank provided that **the said corporation shall not, at any 
place whatever, directly or indirectly, purchase, receive, pay or exchange any bill 
or note of said bank, or any other bank, incorporated within this Commonwealth, 
for any less sum than the nominal value expressed in such bill or note. Both 
charters provided that not more than three-quarters of the directors might be 
elected each year, and that no director should serve more than three out of four con- 
secutive years, except the president who might always be re-elected. 

In 1820 three banks failed, the Castine, the Hallowell and Augusta, and the Wis- 
casset. These failures alarmed the ^Massachusets public, and there was a little 
flurry, or '* Bank Fever," for a few days in Boston. . The remaining banks, how- 
ever, redeemed their bills punctually, whenever presented, and kept them in good 
credit in Boston. 

In 1820 Maine was separated from Massachusetts. The first Maine Legislature 
enacted laws regulating banks, that were almost identical with those then in force 
in Massachusetts. The law against passing bills of banks out of the State, under $5, 
was revived, but it lived only four years. A penalty of two per cent per month of the 
sum demanded was imposed on any bank that should refuse to make the required 
loans to the State on demand. 

In 1828 a law was enacted concerning bank returns that required a more de_ 
tailed statement than any former act. The returns were to ** specify the amount 
of the capital stock actually x)aid in ; total amount of bills in circulation ; amount of 
cash deposited ; amount of all other debts due from the bank ; amount of undivided 
profits ; amount of real estate as valued in the books of the bank ; total amount of 
debts due to the bank, exclusive of deposits in other banks ; specie on hand ; dei)os- 
its in other banks ; bills of other banks within the State, and bills of other banks 
without the State, on hand ; amount of debts due to the bank, secured by a pledge 
of stock therein ; rate and amount of the last dividend of profits, and the time when 
the same was declared." The officers of the banks, ** when they shall insert, in the 
returns by them to be made by them as aforesaid, checks or funds in the hands of 
agents, shall state the same in distinct articles, in the former case specifying by 
whom drawn and on what bank ; and in the latter the time when the same are de- 
mandable, the security held therefor, and the names of such agents ; and when they 
return deposits in other banks, shall designate the banks by name and state the 
amotmt deposited in each." A penalty of $5,000 was provided for failure to com. 
ply with this law. The law was repealed in 1832. 

One bank was incorporated in 1823. The only new provision of note was that 
stockholders should not be allowed loans on their stock to more than 50 per cent 
of its par value. 

In 1824 two banks were incorporated. Their charters contained a new pro- 
vision, making every stockholder of a bank that stopped business liable for its 
debts to the amount of his stock for three years. Any person who paid anything 
under this law might recover from the other stockholders their proportionate 
part. No stockholder might pledge his stock to any person. The amount to be 
appropriated to loans to farmers was reduced from ten per cent to five per cent of 
the bank's capital. 

In 1825 twelve banks were chartered. All but one, the Canal Bank, had similar 
charters. Acts were passed allowing three banks to increase their capital and ex_ 
tending to them the new provisions contained in the charters of the banks incor- 
porated that year. No i)erson nor partnership was to own more than ten per cent 
of the capital. The debts to the banks from directors were limited to twenty per cent 
pf th9 capital in xm^ of \\m new eh^rters. Jn two of th« c^5^^^4J^^3^J5^lK?© 
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supplementary acts the limit was forty per cent. The five institutions affected were 
all in Portland. If any bank refused to pay its bills, complaint might be made to 
any Judge of the Supreme Court. If a hearing of the president and cashier of the 
bank proved unsatisfactory, the Judge might appoint three receivers to take charge 
of the affairs of the bank and to sell such of its assets as would pay its debts. If the 
officials of the bank should refuse to hand over its affairs to the receivers, they were 
♦ to be personally liable for the debts of the bank. The most important new pro- 

vision was, that stock in the bank should not be pledged vo the bank nor to any 
other coi*poration, nor should the bank attach its own stock in any suit. This 
struck at the root of the trouble with the four banks that had already failed, 
viz., stock notes. 

The new provisions, especially the last, were not pleasing to those who wanted 
to get large profits at small expense by running banks in the good old way. A 
Thomaston correspondent of a Hallowell paper, the American Advocate, wrote, 
June 18, 1825, that few of the banks chartered that year would go into operation. 
** We know of a numbqr of instances in which the charters have been rejected by 
those who petitioned for them. . . . The numerous and extraordinary restric- 
tions and conditions imposed by the Legislature afford but little room for stock- 
holders to expect that any profit can be realized from their investments of capital.'' 

The Canal Bank, at Portland, above noted as having a different charter from 
the others, was a peculiar institution. It was established as a means of assisting 
the construction of the Cumberland and Oxford Canal. One-quarter of its capital 
of $300,000 was to be invested in the stock of the canal. The bank was to pay the 
assessments on this stock under penalty of twice their amount, provided they were 
not so high as to make the bank pay more than one-quarter of its capital. The 
state tax on bank capital was to be remitted on the $75,000 invested in canal stock 
and on the rest of the capital until the profits of the canal company should be 
six x)€r cent on the whole cost ot its construction. This remission was not to take • 
effect till the directors could prove that the bank had exi)ended $75,000 on the canal. 
No director of the canal could be a director of the bank. No director of the bank 
should be indebted to it for more than four per cent of its capital. In case the charter 
of the bank should be repealed for infringement thereof, each director was made 
liable to a fine of not more than $10,000. The canal scheme was not successful, and 
the bank had to foreclose and take possession of the canal. The bank, however, 
survived, and in spite of losses in the period of general depression, 1836-40, that 
caused its stock to sell as low as 55, it is a prosperous National Bank to-day. 

In 1827 the Governor and Council were authorized to appoint two commission- 
ers to examine and report on the banks, whenever the Governor and Council might 
think it necessary. Commissioners had been specially appointed by the Legislature 
of 1826, but this was the first provision for regular officers of this kind. The same 
act provided that no bank should make a loan on the pledge of stock in any bank in 
the State. The old stock notes were to be taken up before January, 1829. The time 
allowed was, however, extended by various acts till October, 1831. 
General Banking Act of 1831. 

The first general banking law of the State was that of March 31, 1831. Banks 
continued to be chartered by sjiecial act, but all banks that might be chartered, re- 
chartered, or altered in capital after the date of this law were made subject to its 
provisions. Before business could be conamenced 50 per cent of the capital must be 
paid in and the remainder within six months thereafter. No stockholder might 
own more than 20 per cent of the capital. Bank stock might be attached. Banks 
should not engage in trade, but might dispose of pledges of all kinds. No bank 
should hold land, except as collateral, to the amount of more than 12 "per cent of its 
capital. No bank was permitted to loan on a pledge of its own stock, nor on a 
security having less than two names. No loan was to be made, nor was any bill or 
note to be issued, except at the bank. The total amount of bills was restricted to 
150 per cent of the capital actually paid in, and the amount of notes of a lower de- 
nomination than $5 to 25 per cent of the capital. Notes of less than $1 were pro- 
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hibited. All notes were to be signed by the president and the cashier, but a note 
accidentally put into circulation with only one of the signatures would be valid. A 
bank was made liable to the bona fide holder of an altered note for the original 
amount. No bill payable at a future date or bearing interest might be issued. No 
bank shoidd charge more than 6 per cent interest, but the rate of exchange might be 
added to this. The total debts, exclusive of deposits, either to or from the bank 
were limited to twice the paid-up capital. In case of excess in the debts due from 
the bank the responsible directors were made individually liable as well as the bank. 
Every bank must pay its liabilities on demand and in specie at its own counter, 
whether it be so specified on their face or not, under penalty of a tax of 2 per cent 
per month, after fifteen days, to be paid as damages to the creditor. Drafts on 
other banks were to be included with the other liabilities in case they were not hon- 
ored by the banks on which they were drawn. In case of any deficiency arising 
from official mismanagement the directors were made liable; if they could not make 
up the loss, the stockholders were to be liable for an amount equal to the stock held. 
The stockholders were to be liable for the debts of a bank in the same way for a 
period of two years after its charter should expire. The lands or mortgages of a 
bank might be taken in execution and sold at auction for its debts. A tax of 1 per 
cent of the capital was imposed on all banks. The aggregate liabilities to the bank 
of all the directors were limited to one-third of the capital. No bank was to have 
more than nine nor less than five directors. They were to be stockholders and citi- 
zeDS and residents of the State. A majority of them were to be residents of the 
county in which the bank was located. Partners could not be directors of the same 
bank. No man coidd be director of two banks at the same time. Every fiiank must 
loan to the State, if the State demanded it, a sum not exceeding 5 per cent of 
its capital, at 5 per cent interest, payable in five yearly installments or sooner at the 
option of the State, provided that the State never owe a bank more than 10 per cent 
of its capital at one time without its consent. The State was given the privilege of 
subscribing an amount not exceeding 10 per cent of the capital of any bank, to be 
added to its capital, and might appoint an additional director on account of this ad- 
dition to the capital. The cashier was to make a sworn statement of the affairs of 
the bank to the Secretary of State, whenever it should be required by the Governor, 
and to furnish a list of stockholders certified by the directors, whenever required by 
the Legislature. The State was to furnish blanks for these returns, and an abstract 
of them was to be published. The Governor was to appoint two commissioners to 
examine the banks and report once a year or of tener at the discretion of the Gover- 
nor and Coimcil. The act provided for receivers. All bills under $100 were to be 
printed from Perkins* stereotype plates, and the maximum rates that might be 
charged for the use of these plates were fixed. The weights used by the banks were 
to be inspected annually. Any bank then established might be continued sixteen 
years trom the first Monday of October, 1831. 

There was little in this act that had not already been enacted, but it was a use- 
ful and valuable codification of the laws on the subject of banking. It was a good 
and wise act, and showed that the legislature intended to profit by the lessons 
taught by experience and to establish a safe and healthy banking system in the 
State. All the dangers that had proved fatal to the banks that had failed were 
guarded against— stock notes, excessive loans to the directors, monopoly of the stock 
by a few persons, and the conducting of business at a distance from the bank. This 
last was generally done through agents. Its extent cannot easily be seen. It was, 
without doubt, a fruitful source of danger, though much curtailed by the operation 
of the Suffolk system. The only great fault a reader of the present day would see 
in the act is the failure to make any provision as to the amount of specie reserve 
that should be maintained. This feature of modem banking laws was, however, 
unknown in those days, and did not appear till some years later. The charters of 
all the banks except one expired just as this act went into force, in October, 1831. 
All those that continued in business were rechartered under this law, and the sys- 
tem thus became uniform. uigmzea Dy vjv/w^lC 
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Expansion op 1831-36. 

One sonrce of bank failures the act of 1831 conld not provide against, the open- 
ing of banks in small places where they were not needed. This canse was now to 
be shown to the people of the State in such a thorough way as to make them remem- 
ber it for as much as fifteen years. The six years from 1831-36 were years of un- 
sound business speculation all over the country, and Maine was no exception. 
Industries of all kinds increased rapidly, and banking followed the general example. 
Five banks were chartered in 1831, seven in 1832, six in 1833, four in 1834, six in 
1885, and twenty-two in 1886, a total of fifty banks, with a capital of $3,510,C00. 
Forty-one of these, with a capital of $3,060,000, organized and began business. 
Despite the admirable law just made the public seems to have gone crazy on banks, 
and to have been possessed with the idea that the mere establishment of a bank was 
a direct and easy road to wealth. The most elementary principles of banking were 
ignored or forgotten by many, and banks were opened in places that had not the 
slightest need of such institutions. Such a growth could not be healthy nor lasting, 
and it is not surprising that seventeen of the forty-one banks had stopped by the 
end of 1843. Five of the seventeen had failed. The lesson was so well learned that 
no bank was chartered between 1836 and 1846. 

In 1835 an attempt was made to prevent the emission and circulation of notes of 
small denominations. A bill was passed, providing for the gradual retirement of 
such notes, so arranged that after June 1, 1836, there should be in circulation no 
notes of $3 or less. The next year this act was repealed, and a more elaborate act 
took its place. The effect sought in this act was that no bill of less than $3 should 
be in circulation after June 1, 1837. The penalties were severer than in the act of 
the prece3ing year, and banks violating the act were liable to lose their charters. 
Notes between $5 and $10 or between $10 and $20 were also forbidden. 

In 1836 the establishment of an agency to receive and circulate the notes of in- 
corporated or of private banks outside of the State was prohibited, and all private 
persons were forbidden to issue drafts, notes or bills to be circidated as money. A 
law was enacted making the stockholders liable to the amount of the stock held, 
whenever the notes of a bank were not redeemed within fifteen days after they were 
presented for payment. The great increase of business in the State during the pre- 
ceding year and the expectation that it was to continue at an even greater rate 
caused a great demand for more banking capital. The legislature's committee on 
banking reported x>etitions that, if allowed, would increase the banking capital of 
the State by $3,265,000. From this amount the committee reported that $700,000 
ought to be deducted as the capital withdrawn by the closing of the United States 
Bank at Portland.* They were of the opinion that the additional capital was neces- 
sary for the making of discounts and would not increase the circulation of notes, as 
the laws of political economy would keep it from exceeding the needs of the com- 
munity. They also thought that the amount of capital should be left to private 
judgment as long as the safety of the public was guarded. 

A committee of the Legislature, appointed this year to inquire into the expedi- 
ency of devising some better currency than that supplied by the banks, reported in 
favor of a State Bank. The State was to borrow $8,000,000 at 4 per cent for thirty 
years. On this basis in specie $16,000,000 were to be issued in bills. The difference 
between the interest on the bills at 6 per cent and the interest on the loan was to 
form a sinking fund, which at the end of the thirty years would be sufficient to pay 
off the loan and leave a net gain to the State of $45,000,000 I Branches of this Bank 
were to be established in the different counties, if the voters of the counties should 
consent. The officers of the main bank at the capital and of the branch banks were 
to be elected like State and county officers. Each county should give a bond to the 
State that should hold it to indemnify the main bank for losses sustained by the 
branch bank. The State was to guarantee the bills. The committee say that these 
bills would be safer than those now in circulation, because the banks issue $11 in 

* A Branch Bank of the United Statee was established In Portland about 1827 and continued till 
the expiration of the charter of the United State* Bf^ok, Itii hli^or^. jfp^wiev^RtfWli ft»<J It ilWWW tQ 
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bills for $1 in specie, and the new bank wonld issue only $2. Their calculation 
implies that they expected the entire capital of the bank to remain in its vaults as a 
specie reserve. 

Suspension op Specie Payment in 1887. 

In 1837 came the crash that was sure to follow such a period of inflated specu- 
lation as that of 1831-36. The banks all over the country suspended si)ecie pay- 
ment, and business failures were numerous. Considering the recklessness of the 
past few years the Maine banks stood the test well. Their losses were, of course, 
heavy, and much of their capital was a total loss to the stockholders ; but most of 
the banks paid their debts to the public and kept their notes in good credit. By 
means of the Suffolk system they were able to furnish cash funds in Boston for the 
redemption of their notes and thus keep them nearly at par. They seem to have 
been kept from redeeming in specie only by the fear that, should they do so, their 
specie would be withdrawn for purposes of speculation. 

The following banks are reported in 1838 as having never suspended specie pay- 
ment. Frontier Bank at Eastport, Washington County and St. Croix Banks at 
Calais, Agricultural Bank at Brewer, Bank of Oldtown at Orono, Lime Rock Bank 
at Thomaston, Medomac Bank at Waldoboro, Megunticook Bank at Camden, 
People's Bank at Bangor, and the Stillwater Canal Bank at Orono. The com- 
missioners say : 

" Although the other banks came into the general arrangement to suspend specie payments In 
May last, many of them have never refused to pay specie for their bills when demanded ; in fact, we 
have found but a single instance (there may have been others), where a prosecution had been com- 
menced, and this, it appears, grew out of a personal difficulty, which was adjusted, and the demand 
paid, before Judgment was obtained." 

In 1837 the commissioners examined thirty-six old and nineteen new banks and 
''discovered many deficiencies and irregularities in the records and early proceed- 
ings, which are deserving of severe reprehension, although the undersigned are of 
the opinion that they are attributable rather to neglect or misapprehension of the 
law than to any design to violate the provisions." The law against small bills was 
obeyed by the banks but deliberately violated by some individuals. It was of little 
effect, however, on account of the circulation of small bills of other States. A few 
banks this year resorted to the bad practices of using their bills to raise money on 
and of letting them out with the understanding that they should not be put into cir- 
culation for a time. 

The committee on Banks and Banking, to which were referred the petitions for 

new banks, made a short and extraordinary report. One sentence shows the tenor 

of the whole : 

"Your committee are fully persuaded that of all aristocracies none more completely enslayes 
a people than that of money ; and in the opinion of your committee no system was ever better devised 
so perfectly to enslave a community as the present mode of conducting banking establishments." 

The committee also presented this resolution : 

" That the granting of exclusive privileges and exemptions to private corporations, whereby they 
can control the credit and currency of the State, is repugnant to the fundamental principles of our Gor- 
emment." 

The resolution was not adopted, but its very presentation shows the strength of 
the reaction in the opinions of the community on the subject of banks. 

The committee on inquiring into the expediency of devising a better system of 
currency rei)orted a bill for a State Bank, similar to that proposed the year before, 
except that the amount of capital was not specified and that the notes were limited 
to 150 per cent of the capital. The main objection that the committee made against 
the existing syst-em was that it was a monopoly. 

The commissioners reported in 1838 that many of the errors and cases of neglect 
in keeping the records of banks, noticed the year before, had been rectified. The 
banks as a whole appeared to be perfectly safe. The ratio of immediate liabilities 
to immediate resources was 8 to 3, although some banks fell much below the aver- 
age, for instance the Central, of Hallo well, 19^ to 1, the Washington County, about 
17 to 1, and the Bank of Oldtown, which was absolutely without immediate means, 
A little more than a quarter of the loan was overdue. Tp 

Thf banks generally had reduced their circulation and discouSiiif sinoe the iUA- 
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pension of specie payments and were in good condition to resume as soon as possi- 
ble. Some of them, in order not to press their customers, paid interest on consider- 
able sums. 

The law against the circulation of small bills was rendered a nullity by the 
large number of small bills of other states, which f oi^ned one-third of the active 
circulation of the state and existed in such numbers as to give rise to the suspicion 
that many of them must be counterfeit. The laws against such bills were, there- 
fore, suspended for two years, except as to fractional bills. A new law, regulating 
the circulation of banks, was also passed this year, March 13. The circulation was 
fixed at 100 per cent of the capital in the case of banks whose capital did not exceed 
$50,000 ; at 75 per cent if the capital employed was more than $50,000 and less than 
f 150,000 ; and at 66f per cent in the case of banks having more than $150,000. It 
was also provided that no bank should make any dividend until it had resumed 
specie payments. 

A law was i)assed allowing an interval of thirty days between the presentation 
of bills and the liability to pay 2 per cent per month for a refusal to redeem them, 
in case of banks that redeemed at their own counters only. In the case of other 
banks it remained fifteen days as before. 

Liquidation 1838-1842. 

Four banks with an aggregate capital of $300,000 surrendered their charters 
and closed their business during the year— the Damariscotta, the Penobscot at 
Bangor, the People's at Bangor, and the Waldo at Belfast. The first two of these 
had been in existence only two years. The assets of all were more than sufficient 
to redeem their bills. The surrender of these charters was the beginning of a great 
reduction in the excessive amount of banking capital, caused by the financial dis- 
turbances which were bound to follow such a period of speculation as that of 
1831-36. The reduction was attended with much loss and in some cases with disaster 
and fraud, ovring to the efforts of some moribund institutions to prolong their use- 
less lives by means of negotiations with speculators from other states. Such were 
the Bank of Oldtown, the Frankfort Bank, the Globe Bank, the Stillwater Bank, 
and the Citizens' Bank. 

In 1840 the general condition of the banks was good. Ko one of them had 
failed or refused to redeem in specie at its own counter, except the City Bank, of 
Portland, after the surrender of its charter. Deposits were large, and the paper 
was mostly good, although too large a part of it was overdue. The stock appeared 
well distributed, although a great deal of it had been transferred of late. Three 
banks surrendered their charted during the year, the Bangor Commercial, the City 
Bank, of Portland, and the Exchange Bank of the same city. All these paid their 
notes in full and several dividends on their capital. 

In 1841 the evil effects following the speculative increase in the banking capital 
of the State were more apparent than ever. Two banks surrendered their charters, 
and three had theirs repealed. Ten other banks reduced their capital, the reduction 
amounting to $547,500. In most cases the reduction was made by placing the 
I)oorest part of the loan in the hands of the directors as trustees, to be applied to 
the benefit of the stockholders as collections might be made. The two Banks that 
surrendered their charters were the Lafayette, at Bangor, and the Washington 
County, at Calais. The Lafayette Bank was chartered in 1836 with a capital of 
$100,000, which was reduced to $50,000 in 1839. It was not a profitable venture, 
the average annual dividend during the time of its existence being only 2^ per cent. 
It redeemed its bills in full, but a large part of its capital was a loss. The condi- 
tion of the remaining banks was, as a rule, remarkably good. The circulation was 
about the same as that of the fifty-five banks in 1838, and the ratio of immediate 
resources to immediate liabilities was 1 to 2f , and in some banks better than 1 to 2. 
Of the loian $447,440 was scrip of the State ; of the remainder about 10 per cent was 
suspended or overdue. 

In 1842 the circulation diminished about one-third from January to September, 
but continued to be redeemed in Boston as often as before, Ul^'^^flmes a year. The 
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loan also fell off considerably, but this reduction was largely accounted for by tb^ 
compromise of poor paper. The aggregate strength of the banks increased, and thd 
general condition was very good. The commissioners' report concludes with this 
review of the few preceding years : 

•* On recurring to the Btory of our career In banking In this State we find much cause for regret 
and something also for congratulation. The number of our banks ha« been reduced from fifty-five 
to hirty-nine; the capital stock from about five and a half millions to three and one-third. Yet It 
has mainly fallen on the stockholders, not more than about one hundred and seventy-five thousand 
dollars have fallen upon innocent bill-holders." 

This means that the average annual loss to bill-holders during the six years of 
panic and its results was less than two per cent of the average circulation, and less 
than one-half of one per cent of the amount annually handled by the public. 

Prosperity 1843-1852. 

The lowest point had now been reached, and in the next year the condition of 
the banks began to improve. The circulation had increased from $1,087,585 to f 1,- * 
496,540 ; the deposits, from $596,786 to $1,053,274 ; specie, from $177,821) to $213,366 ; 
foreign bills, from $119,132 to $257.218 ; and balances due from banks in Boston, 
chiefly the Suffolk, from $287,223 to $829,576. These figures are exclusive of the 
four banks that surrendered their charters during the year. If they were included, 
the difference would be still more striking. The loan at the same time diminished 
from $4,314,394 to $4,027,335. The immediate liabilities were $2,549,814 and the 
immediate resources $ 1 ,300,160. The Bank of Portland, the Maine Bank, the Union 
Bank, and the Negumkeag Bank surrendered their charters this year. All four 
redeemed their bills in full. 

The year 1844 was a prosi)erous one for banks, owing to increased business. 
All the main items increased except specie and bills of other banks, and there was 
no change in the number of banks nor in their capital. All items except specie 
increased slightly during 1845. The immediate liabilities were $3,620,053 and the 
immediate resources $1,587,238. Many banks were above this average. A few old 
offenders violated the law, especially that restricting the circulation, but the gen- 
eral condition of the banks was good. The same may be said for the year 1846, and 
there was a considerable increase of specie. 

In 1846 the Senate Committee on banks, reporting a bill to continue the banks 
whose charters were about to expire, say : 

" The committee are of the opinion that our present banking laws are comparatively safe, and 
experience shows that no losses to bill-holders have occurred In the last fifteen years where a reason- 
able discretion was exercised by the Legislature In granting charters. The revised statutes contain 
several salutary provisions not embraced in the banking law of 1831 : and It is believed with a due dili- 
gence on the part of Bank Commissioners, and a rigid enforcement of the proposed law, the redemption 
of all bills win be effectually secured." 

The recommendations of the committee were embodied in the act of August 10, 
1846, which extended to Oct. 1, 1857, the charters of all the banks in the State that 
should formally accept the extension. This act provided that for every three dol- 
lars of notes issued in excess of 50 per cent of the capital there should be retained 
in the bank one dollar in specie. This was the first provision fixing the amount of 
the specie reserve to be held by a bank. 

The new law had the effect of nearly doubling the amount of specie on hand 
during the next year. The law was not so successful, however, in reducing the 
excessive circulation of some banks as in increasing that of others. Although the 
total circulation was within the legal limit, in the case of about half the banks it ex- 
ceeded it. The limitation of the loan and of the liabilities of the directors was 
disregarded in several instances. The Bank of Westbrook, the Franklin Bank at 
Gardiner, the Central Bank at Hallowell, and the Bank of Bangor did not accept 
a renewal of their charters. 

Expansion and Contraction 1852-1858. 

During 1852 the increase of capital and of banking operations of all kinds was so 

great that the commissioners felt obliged to call a halt. They say : 

" The commissioners would be recreant to their trust, should they withhold their deep conTlctton 
tbat no. more banks are at present required. Including the People's Bank at Bamarliieotta thirteen 
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new banks have gone into operation within the last two years. In the same time the capital stock ^as 
been increased $1,222,000. The circulation in the same time has increased f 1,507.478, or nearly 60 percent 
of the whole circulation of 1850 ; and the present loan exceeds $8,000,00<». 

"If anything can be learned from the experience of the past, the time is not far distant when a 
heavy per cent of this circulation must be sent home to the banks from which it issued, and the present 
large loan diminished at the very moment when the customers of the banks stand most in need of their 
accommodation. To multiply bank charters, thereby increasing to a greater extent the Indebtedness 
of the business community, can only tend to increase the embarrassments and disasters in business) 
which no contingency can prevent, when the bubble is fully blown." 

Their protest was without effect. The legislature received petitions for new 
banks and increase of capital amounting to about $3,000,000, and the committee on 
banks and banking reported favorably on petitions amounting to $1,600^,000. The 
commissioners do not seem to have appreciated this disregard of their advice, for in 
the next report we find the following interesting passage : 

" An opinion was expressed in last year's report, that it would not be safe largely to increase the 
banking capital of the State. The opening of the Atlantic and St Lawrence Road may make Portland 
an exception to this general rule, but the commissioner is of the opinion that most of the banks char- 
tered last year were not needed, and in sustaining the credit of the State, when overtaken by a revul- 
sion, will Increase the disasters Incident to such a catastrophe Banks at points where 

they will find little legitimate business, after struggling a few years with destiny, will be likely to pass 
into the hands of swindlers from other St9,tes, who always stand ready to buy up eviscerated banks, 
and flood the country with bills they have no intention of redeeming." 

These objections seem to have been well grounded. Banking capital, countirig 
the amounts authorized but not yet paid in, had doubled within three years. The 
circulation had increased in still greater ratio. It is true that loans had kept pace 
with capital and circiQation, that the character of the paper had improved, and 
that the specie had nearly trebled. All this gave an air of security and great prosr 
perity to the banks; still it was evident that such a large and sudden inflation 
coiQd not be i)ermanent and that many of the banks recently chartered would come 
to a sudden and violent end. Some of the petitioners themselves seem to have per- 
ceived this, since four of the sixteen banks chartered never went into operation. 

There was an increase of $1,800,000 in banking capital during 1853, but the 
specie diminished somewhat and the circulation did not keep pace with the capital. 
In general, however, the banks sustained themselves very well, considering that the 
community was in a feverish state regarding banks, owing to rumors of the im- 
pending failures of several. Three banks were ** thrown out" at the Suffolk— the 
Ellsworth Bank, the Ship-Builders' Bank, and the Bank of Hallowell. 

The commissioners of 1854 cite the opinion of their predecessors that no more 
charters shoiQd be granted. Most of the banks divided 10 per cent this year, as they 
had been doing for several years preceding. 

In 1855 nine new banks were chartered, only six of which ever went into oi)erar 
tion, and sixteen were authorized to increase their capital. The circulation, how- 
ever, decreased more then the capital increased. Deposits, loans, and specie also 
decreased. The China Bank and the Atlantic Bank surrendered their charters. 
The Atlantic Bank, at Portland, wound up its affairs in better fashion than the 
others. By November 28, 1856, it had reduced its capital from $200,000 to $52,400 
by payment to the stockholders at par with 6 per cent interest to the date of can- 
cellation. Its bills were all redeemed. 

The charters of all the banks in the State expired on the first of October, 1857. 
The Legislature passed an act, April 14, 1857, extending the charters of sixty-eight 
banks until October 1, 1867, and provided that the charters of all banks subse- 
quently incorporated should expire at that time. All but one of these banks con- 
tinued in operation. The City Bank, of Bangor, did not accept the recharter and 
closed up its affairs. Four banks did not apply for an extension of their charters- 
One of these was the Maritime Bank, which was not in very good condition, having 
made most of its loans to its own stockholders. It closed up its affairs, however, 
readily. On November 14, 1857, its circulation was only $2,686, and the bills were 
redeemed on presentation at the Norombega Bank. Two banks went into the hands 
of receivers in November, the Grocers' Bank, of Bangor, and the Hancock Bank, of 
Ellsworth. Seven banks were chartered this year. 

In 1858 an injunction was issued against the Atlantic Bank, of Portland, cha?*- 
tered in 1856. In 1860 it surrendered its charter. The bills of this bank were al 
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redeemed. The stock of most of the remaining banks was at or above par. The 
circulation was nearly $2,000,000 less than that allowed by law. The Mariners' 
Bank, of Wiscasset, surrendered its charter. All bills were redeemed. 

In 1859 six banks were chartered, only two of which went into operation. An 
attempt was made by i)ersons out of the State to get control of one of the charters 
granted or extended by the Legislature this year, but it was unsuccessful. Com- 
menting on a tendency to make dividends before they were really earned, the com- 
missioners urge ail bank oflBcials to heed the Scriptural advice, ** Beware of false 
prophets." 

Suspension op Specie Payments 1861. 

An act was passed, Feb. 19, 1862, suspending the penalties for refusal to redeem 
in specie. This was made necessary by the general suspension of specie payments 
on December 28, 1861. This suspension was to continue until Jan. 10, 1863, unless 
the banks in Boston should resume specie payment before that time. During this 
period the banks were to pay their obligations in such bank bills as were 
received at i)ar in Boston. Many of the soundest banks in the State exceeded the 
legal limits of circulation this year. The cause of this excess was, that the Suffolk 
system ceased to work as it had done. With a circulation nearly doubled 
the redemptions in Boston fell off in about the same ratio. This was partly 
due to the suspension of specie payment and partly to the fact that a large amount 
of the bills were issued for the payment of discharged soldiers and of bounties and 
so did not circulate in the usual channels. Owing to the falling off of redemptions 
in Boston very large balances accumulated there, amounting to $4,780,532. Very 
many of the banks, and some whose circulation was excessive, could have redeemed 
their whole circulation at call in Boston. Business paper, of course, diminished, 
but the falling off in the loan was a little more than made up by the large increase 
in the amount of public securities of all kinds, due to the special expenditures 
caused by the Civil War. 

in 1868 the act providing for the suspension of specie payment was continued, 
and an act was i>assed to provide for the taxation of bank stock owned out of the 
State. In order to assist the State banks it was provided that a part of the State 
tax should be remitted, equal to the tax paid by the banks to the United States, in 
case this was not more than one-half of one per cent of the capital of the bank, 
Notwithstanding this three banks adopted the national bank system. A law was 
passed allowing any bank to surrender its charter. This act was intended to give 
aU the banks a fair opportunity to change from one system to the other, if they so 
desired. Several were agitating the matter. The business paper in the banks di- 
minished as it had the year before, but the public securities increased to such an 
extent that the loan was about $2,000,000 greater than the year before. The com- 
missioners examined the Alfred Bank three times and were not at all pleased with 
its condition ; so they obtained an injunction against it. After making six specifica- 
tions in the application for the injunction they added a seventh ; ** Because the said 
bank is insolvent." The injunction was afterward so modified as to allow the bank 
to continue its business until it might be ordered by the court to stop. 

The act providing for the suspension of specie payment was again continued in 
1864. Nineteen banks suiTendered their charters, most of which organized as na- 
tional banks. 

Advent of the National Bank System. 

In 1865 an act was passed to enable the banks of the State to become national 
banks. Any bank was to be considered as having surrendered its charter when the 
owners of two-thirds of the stock voted to make the change. It was made liable to 
redeem its bills for three years and to give bonds or securities for this purpose. If 
any stockholder should oppose the change and surrender his stock, the bank was 
required to pay him its market value on the last dividend day, with interest. Dis- 
puted values were to be determined by the commissioners. The commissioners 
might allow a bank that had become National to circulate its old bills for a limited 
time till it received notes from the Comptroller of the currency. The act provided!^ 
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also for the liquidation of banks that might surrender their charters and not wish 
to become National Banks. The liability of the banks that surrendered their char- 
ters to redeem their bills was extended from time to time till March 1, 1869. 

REDEMPTION THROUGH THE SUFFOLK SYSTEM. 

In the early years the arrangements for redemption were rude and unsatisfac- 
tory, as is shown by an account preserved by Mr. E. A. Noyes.* A collector drove 
down from Boston periodically vrith the Maine bills that had been received by the 
Boston banks and presented them for payment at the banks. He drove a large 
wagon with several kegs in which to store the silver he received, and was accom- 
panied only by two large dogs. While making his collections he would leave his 
team and specie in the tavern yard, guarded only by the dogs. It speaks well for 
the character of Maine's early population, that none of the specie was ever lost. The 
cost and the loss of interest entailed by this system were, however, great, and in* 
1809 the leading Boston merchants agreed among themselves to take no more coun- 
try bills. ** In 1808 the merchants and dealers of the city, having found the existing 
conditions of the currency injurious to their business interests, raised a fund for the 
purpose of sending home bills received in business and enforcing their redemption. 
This move, however, was too sudden, and the failure of several banks which had 
issued notes without much preparation for their redemption was the result."! The 
Penobscot Bank may have been one of the failures noted. 

In 1813 the system inaugurated by the New England Bank of sending home 
country bills for their redemption went into force. The effects of the system in 
checking excessive circulation and. in enraging country banks were evident in 1814. 
Owing to the condition of business most of the banks had to stop payment in Oc- 
tober. Before they stopped however, the new system had reduced their circulation 
from about $1,500,000 to about $500,000. A correspondent of the Portland Gazette 
expressed an opinion of the system that appears to have been popular. 

*'A certain bank in Boston, devoting a large capital to the collection of Eastern 
bills to be returned upon us, distressing an extensive district that had by its trade, 
industry and enterprise contributed so much to the growth of that town that it 
might bring a paltry profit to its own coffers, it became necessary in October, 1814, 
for most of the banks in Maine to stop payments. The conduct of the bank in 
question, justified by no pretence of public security, convenience or safety, merited 
generaJ execration." 

Nothing is heard about the Boston banks and their doings until the next period 
of stringency in 1826. Meanwhile the Suffolk system, a great improvement on that 
of the New England Bank, had gone into operation. In 1825 exchange between 
Maine and Boston was at par. An opinion that found great favor in Maine was the 
following : 

** We would beg leave to solicit attention to the following candid remarks from 
the Boston Palladium on the course pursued by those banks in Boston which have 
entered into a combination to run down the country banks. There can be but one 
opinion of this unholy alliance, but there is power in the community capable of 
counteracting its purposes, and we trust that that power will interpose to avert the 
oppression which their measures are calculated to create." 

The citation alluded to above was as follows ; 

*' The avowed object of the Allied Banks in Boston was, originally, to save to 
the mercantile part of the community the one per cent discount. Having accom- 
plished this object, so far as to place foreign bills at a quarter of one per cent, 
(which saving, however, has been more than counterbalanced by the bad effects of 
the system), the Allied Banks found it necessary to give others reasons for contin- 
uing the measure. They now say that the Country Banks have too great a circula- 
tion for the public good or safety, and we hear the friends of the system talking of 
a * spurious currency ' — * banks without capital '— * swindling companies ' — ^and the 
like sweeping and indiscriminate denunciations. 

** It is true that the now prudent men who direct the operations of this monied 
combination are mora guarded and would fain have the Country Banks believe, that 
it is for their interest to aid and assist the allies in the patriotic work of purifying 
the circulation, in other words, for each Country Bank to furnish the means cS 

* Tlt9 N9W England States, t New England Bank Currency ^ h. Carroll Boot, page 2$, 
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annoying its neighbor, by bringing to the Suffolk all its foreign money and making 
also a specie deposit, thus drawing the Country Banks into an unnatural and vexa- 
tious warfare among themselves, through their conmion enemy. But suppose a 
counter combination should be formed in the Country, would the Boston folks sub- 
mit to such means, or be consoled by such reasons for attacking their interests ? 
Much has been said and written to show that the system is a good one for the public, 
and so plausible are the arguments made use of that many of the good people of v 
Boston view the Allied Hanks not as money speculators, who would sweep from New I 
England every bank which contends for its just proportion of business and profits, 
but as a band of immaculate souls who sincerely wish to better the state or trade, 
by taking into their own hands the whole issue and direction of Bank paper." 

Such sentiments, however, were current only when redemption was difficult, 
and they did not influence to any great extent the actual policy of the banks. In 
1829 all the banks in active operation had deposits in Boston. 

By 1833 the bank commissioners turned their attention to the workings of the 
Suffolk system.* From this time on the working of the system and the attitude of 
the public to it are best shown by quotations from their reports. As explanation 
of the small amount of specie held by the banks they said: 

* * Their business api)ears healthy and their loans generally safe. The total specie 
on hand was $130,763.58, and the total of outstanding bills $1,22(1,633. If, however, 
the amount of specie in our banks is small, they have abundant means on hand to 
meet all demands that can be brought against them. Since the practice has pre- 
vailed of redeeming their bills in Boston, they have been seldom called upon to 
redeem their bills at their own counter except in smaU sums. What they want, 7 
therefore, is not specie in their vaults but funds which are equivalent to specie in 
Boston. At the time of our examination the banks of this State had deposited in 
the hands of their agents in Boston, and in every instance but one their agents were 
incorporated banks, $298,457.54, which added to the specie in their vaults amounts 
to $429,311.12. In addition to this sum there was due from the banks in Boston to 
those of this State, payable at an early date and drawing interest, $71,930.46. ^For 
all practical purposes this sum may also be considered as a fund applicable to the 
redemption of their bills. Their effective funds for the redemption of these bills, 
therefore, amounted to something more than 40 per cent of their whold circulation, 
a sum which must be considered as very ample." 

In 1833 they refer to the same fact as follows : 

** The amount of specie is certainly small, smaller than we could have wished. 
But they had in cash deposited in other banks out of the State, and principally in 
Boston banks, the sum of $477,943.88. This is a fund as much applicable to the 
redemption of their bills as si)ecie in their vaults. In point of fact, the banks in 
this State are seldom called on to redeem their bills at their counters except in 
small sums of a few hundred dollars at a time. The specie which they have on j 
hand, beyond what is necessary to meet these occasional demands, lies in their 
vaults as a dead and unproductive capital. The bills of our banks are taken out of 
circulation and paid for in Boston, and it is there that they require funds for their 
redemption. A deposit in a bank in Boston is, therefore, to them, to all purposes, 
the same as specie. The Exchange Bank, of Portland, for instance, redeemed in 
Boston during the months of September, October and November $52,000, while its 
average circtdation during these three months was only $43,600." 

During the banking craze of 1834-36 there were many who cried for more 
money in spite of all the banks organized. They soon found that they could not 
keep in circulation the bills they put out. All that were not needed were returned 
for redemption through the Suffolk system. Their wrath was, therefore, kindled 
against the Suffolk system and found vent in the petition of Philip Morrill and 
others to the House on the subject of banks. The bulk of the long preface is de- 
voted to showing that the banks have too many debts due to them and too little 
circulation. It states that the banks require bills of exchange on Boston for most 
of their loans. Then it turns into an attack on the Suffolk system. After describ- ) 
ing the forming of the association of Boston banks and calling the permanent de- 
posits tribute it continues : 

** The tributary bank has, then, to provide funds to take up its biUs daily, as 
they come in. These funds, however, are not required to be in gold and silver 
money, for the * Associated Banks ' have declared that the bills of any one bank, 
having paid the tribute, shall be as good as gold and silver, for the redemption 
of bills of all the other banks, so that the whole process consists in exchanging one 
rag for another, and thus superseding and rendering useless gold and silver money 
for purposes of banking, ana amounts to a practical nullification of the State laws 
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establishing Banks. . . . What fact can be more humiliating to a free people or 
their representatives than this, that after an act has been granted by the Legisla- 
ture of an independent State, whereby a portion of its citizens have been invested 
with corporate powers, with the privilege of issuing bills to serve as a currency for 
the peoi)le, that under this high sanction and protection such corporation, before it 
dare go into operation, before it dare issue a smgle dollar, must send a deputation 
to Boston and laying down the bags of tribute money at the feet op the 
PRESIDENT OF THE SUFFOLK Bank receive from him permission and the terms upon 
which it may proceed to operate ? Yet such is the well and long known fact." 

In vie w of these things they are emboldened to submit three petitions : 

** First y that you will grant no more bank charters, nor increase the capital 
stock of any existing bank, so long as the present system of banking is continued. 

'* Second, that you will adopt such measures as ^hall bring back the banks in 
this State to their allegiance to the laws, that they be required to redeem their bills 
at their own counter only, and that their discounts be made mostly on paper pay- 
able there, and that you extend to them such protection as shall render them inde- 
pendent of all foreign power and influence whatsoever. 

** Third, that you will cause negotiations to be entered into with the govern- 
ment of the several New England states, on the alarming state of the currency and 
the power acquired by corporations * * over the industry and business relations of the 
people " with a view to arrest the further progress of these evils, and as in duty 
bound will ever pray." 

Of the fifty-five banks examined in 1837 all but fourteen kept permanent de- 
posits in Boston. The fourteen were the nine in Portland, the South Berwick, the 
Augusta, the Mercantile and the Eastern at Bangor, and the Agricultural at Brewer. 
The commissioners that year were hostile to the Suffolk system, as the following 
passage from their report shows, — 

'* The two banks at Bangor deserve particular commendation. These banks 
formerly complied with the requisition of the Suffolk Bank, for the privilege of re- 
deeming their bills in Foston with current money ; but that bank having, as the 
directors say, violated that arrangement between them, they withdrew their de- 
posits and have for several months redeemed their bills with specie only, and at 
their own counters. 

* * They have, as will be seen by the abstract, a liberal supply of specie in propor- 
tion to their bills in circulation, and are entitled to the unlimited confidence of the 
community. The Boston alliance, as was to be expected, have constantly sent 
home their bills for specie, but all calls have thus far, and will we doubt not con- 
tinue to be, promptly met. Former attempts to resist this alliance, formed for the 
purpose of controlling the resources of New England, have proved unsuccessful ; 
nor is it probable that two or three banks can now contend against it with any 
prospect of success. Whether the present system of paying tribute to Boston is 
susceptible of improvement, or how far it is consistent with the interest and honor 
of the State, or whether the evils which result from its operations are of sufficient 
importance to call for legislative action, are questions which we shall not undertake 
to decide." 

A joint select committee of the Legislature was appointed to inquire into the 
expediency of prohibiting the banks from redeeming their bills out of the State. 
The majority made a report hostile to the Suffolk system, to which was appended 
the draft of a bill entitled " AN ACT prohibiting banks from establishing agencies 
out of the State, for the redemption of their bills, and regulating the ratio of specie 
to bills in circulation," which they wish to have referred to the next legislature. 
They think that a larger circulation will be obtained by abandoning the system. 
The bills would be at so slight a discount that they would be received in all but 
bank payments or be used to pay for Maine goods. Even if some small discount 
had to be allowed at times, the loss from this source to the mercantile community 
would be less than than now resulting from the fictitious Boston paper required at the 
banks in order to obtain a discount. This paper they estimate at $2,000,000. Then 
again foreign bills would be driven out of the State and leave the entire home cir- 
culation to the banks in the State. The Suffolk system is unsafe, they say, because 
it allows banks to maintain their circulation without sufficient specie. The ratio of 
bills to specie in New England is six to one, in New York it is two and one-fourth 
to one, and the maximum safe ratio is three to one. A sudden discontinuance of 
the system might cause the suspension of specie payments throughout New 
England, and it might be done for political purposes. uigitizea \ 

The report of the minoritv ably meets these arsmments for an inflated and 
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depreciated currency. It states that Boston is the commercial center of New Eng- 
land and that the bills of the Maine banks will go there by the operation of natural 
business laws and that no statute can stop them. Therefore, they must be kept at 
par there. A large part of the paper on Boston and New York of which the major- 
ity complain is drawn in anticipation of the proceeds of exports or other funds that 
become available in those places by the time the drafts are due. They do not see 
why the permanent deposits made by the banks in the Suffolk should be called trib- \ 

ute. "It is like all other contracts, — ^reciprocal, a compensation for services per- 
formed." As to the i)ower of the Suffolk Bank to stop specie payments the report 
says, '* To reason and conclude from such premises would lead to the destruction of 
edl organization, as all power to do good might in the same hands be used to do evil.'* 
After a judicial paragraph on the advantages of the system, the report proceeds as 
follows : 

** The undersigned, in conclusion, believe that the present system is wholesome 
and beneficial to the banks and safe to the public ; beneficial to the banks, because 
they can do more business and with a greater degree of certainty and safety than 
they could under the law projKDsed bjr the committee, as they are constantly advised 
of the state of their business, by which they are enabled to sustain their credit at 
home and abroad ; safe to the public, because their bills are equivalant to specie, the 
whole extent of their circulation, which would not be the case under the law now 
now proposed." 

The fort y banks that redeemed in Boston in 1838 redeemed each month about 40 
per cent of their average circulation. The commissioners had views of the Suffolk r 

system different from those expressed the year before as evidenced by the follow- 
ing quotation : 

" Boston, being the great market in which our trade centers, necessarily collects 
the largest proportion of our currency, and it may be mentioned to the praise of our 
banks, that during all the period of the suspension of specie payments most of our 
banks were able to furnish cash funds to pay their bills in Boston. This was 
equivalent to redemption in specie, and it kept their bills nearly up to a specie 
value. Our banks, in fact, were prevented from redeeming in specie during the 
whole period only by the fear that their silver and gold would be wholly withdrawn 
from them merely for purposes of speculation. AVe have found, generally, that 
those institutions —there are one or two exceptions— which have ceased to redeem in 
Boston, have done it from an inability to keep their accounts good there. Much 
prejudice has at times existed against what is called the Suffolk system ; but we 
think when calmly considered it will be found to be advantageous to the public, as 
well as to the banks which avail themselves of it. Its effect is to confine the cir- 
culation within just and proper limits, and to keep the value of the currency to a j 
uniform standard. The objection that a small sum is required to be kept on deposit y 
there is of little weight ; for those banks are under a less necessity of keeping a ^ 
larger proportion of specie at home. The deposit in Boston is more than equivalent 
to the same amount of specie in the vault. The true reason may probably be found 
in the quarter whence the objection proceeds, in the difficulty of obtaining means to 
redeem their bills in Boston." 

In 1839 one of the commissioners alone examined the banks. Having the report 
all to himself he indulged in a long and vigorous attack on the Suffolk system. He 
brought forward, however, only two new objections, namely : 

" In fact, though some banks near each other exchange bills, yet many send 
those of their immediate neighbors away to the Suffolk ; and thus the condemned 
system makes banks of necessity compete to do each other injury by preventing a 
circulation of their respective bills " ; . . . 

'* The losses, which some of our banks sustained by the failure of several in 
Boston, pleads loudly against venturing funds with others there. It is believed they 
are not so generally safe as those in Maine. For within three years past six of the 
Boston banks, with an aggregate capital of $2,300,000, have failed, to only one of 
$50,000 in this State." ) 

His attitude and the strength of the system he opposes are seen in the comment 
he makes on the Agricultural Bank at Brewer : 

" This bank among others has resolved to redeem only at its own counter and 
resisted till it had runs from the Suffolk in amount prior to June 26, 1837, of $33,000 
in specie ; it was then compelled to submit and make a permanent deposit there of 
$5,000." 

In 1840 the commissioner of the preceding year had a colleague, and the tone of 
the report, so far as the Suffolk system is concerned, was much modified. '' Eight of 
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our banks do not redeem their bills in Boston; the consequence is, that they are uncnr- 

rent there, though they crculate freely in their respective neighbor hoods 

The large amount of deposits in other banks is a branch of the Suffolk system. For 
it is found that the banks of this State have aggregate deposits of $783,747 in those 
of Boston. The amount in the Suffolk is $301,155; in the Globe, $191,000; in the 
Merchants', $98,500; in the State, $33,375; in the Tremont, $31,0005 in the Atlas, 
§43,700; in the Commonwealth, $20,350; and the residue of $14,657 is principally in 
the New England and Leather Dealers' Banks. These are considered cash funds, 
ready at command, though the faith of our banks in these deposits has sometimes 
been obliged to submit to singular disappointments, and others have sustained con- 
siderable loss." 

The commissioners of 1841 appreciate the importance of the Suffolk system in 
maintaining the value of the circulation of the Maine banks and do not hesitate to 
say so. * * By the annexed tables it appears that the average circulation of our banks, 
for the last six months, was $1,414,564; and their average monthly redemption in 
Boston, during the same period, $559,433, showing that their entire circulation 
passes through the Suffolk bank nearly five times a year, making an aggregate 
amount of bills issued within the year of $6,700,000. Thus do the banks in an 
eminent degree fulfill their high prerogative of furnishing to the community an act- 
ive and valuable medium of exchange, at all times, throughout New England, by 
means of the redemption in Boston, equivalent to si>ecie." 

'* Our banks have accomplished their great object of furnishing a sound cur- 
rency, sound, equal and uniform, in consequence of its redemption at par, in the 
great central market of the country. The bills furnish a most convsnient insiru- 
ment for exchanging the various commodities of commerce and agriculture, and go 
I into a wide circulation The system is admirable and is, perhaps, with- 
out a parallel in the world; it leaves us nothing to desire, so far as an instrument of 
commerce is needed, within the circle of the Eastern States." 

The new commissioners of 1843 concur heartily in the opinions of their prede- 
cessors and express them even more emphatically, " All the banks now in opera- 
tion redeem their circulation in Boston, except three ; the Calais Bank at Calais, 
the Mercantile Bank at Bangor, and the Westbrook Bank at Westbrook. These 
three banks, the public will be surprised perhaps to learn, are sound and well-man- 
aged institutions, and perform all their legal obligations to their bill-holders. They 
pay their bills on presentation at their own counters, where by law they 
are bound to pay them. And their bills pass as cash in the immediate vicinity of 
the banks, altnough they do not, even there, answer all the purposes of money, as 
they can not be sent abroad without loss; and if they chance to stray beyond a 
small and limited circle, or if wanted for foreign purposes, embarrassment and 
loss to the holder is the result; irritation and loss of confidence takes place, not only 
in these banks, but to some extent in all. 

** Boston being the great business mart for New England, all money which is 
not current in business there can scarcely be said to answer all the purposes of 
money. The bill-holder finds this state of things and did not create it; hence he 
feels injured and aggrieved when he finds that what he had taken as cash will not 
answer the purposes of cash. And the public genendly can hardly be persuaded that 
all is right with banks, whose bills are presented in the weekly price currents at 
from 3 per cent to 10 per cent discount. The suggestion is therefore made, whether 
under existing circumstances there is not a moral obligation, resting upon the di- 
rectors of those banks, to make their bills current in Boston. 

'* The Suffolk system, so called, has been believed by some to be tyrannical and 
oppressive, adopted by the strong to compel those to pay tribute, whom circum- 
stances had placed in their power. But when it is considered that that system was 
merely to receive the bills of the country banks as cash and present them at their 
own counters for payment, and that any other arrangement than this was a mutual 
bargain for mutual benefit and convenience, it is difficult to perceive in what con- 
sists the wrong. And it is believed that this system alone, in times gone by, has 
preserved our moneyed institutions from the general wreck which has fallen ux>on 
those of our sister States." 

The commissioners, in their rei)ort in 1847, speak at length of the Suffolk sys- 
tem. It has, they say, contributed much to the soundness of the banks in New 
England. " Thus, should a bank make extravagant issues, the bills in the course of 
trade would, in large amounts, go to Boston and find their way into the Suffolk 
Bank. The weekly correspondence of that bank would call for the funds to redeem 
their bills, and thus an immediate check would be found. 

" There are two banks in this State which have not entered into this arrange- 
ment with the Suffolk Bank ; viz., the Calais Bank and the Mercantile Bank. We 
are far from censuring their course; yet the consequence is that their bills are at 
from 8 per cent to 6 per cent discount. These two banks perform their legal duties 
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to their bill-holders — they pay on presentment at their own counters; but their bills 
will not circulate beyond a limited sphere. At fifty miles distance they can not be 
used without loss, while the bills of the other banks of the State circulate, it is 
said, without loss, to the farthest bounds of the Union. There are few business men 

who have not suffered loss by the bills of these banks The Frontier 

Bank, the nearest neighbor of the Calais Bank and a well-managed institution, can 
maintain but a very limited circulation. With the best location for banking in the 
state its circulation is much less than that of any other bank. Its bills being in good 
credit at Boston are sought for foreign payments, while the depreciated paper of 
the Calais Bank supplies almost the entire home circulation for the county of ^ 
Washington." 

In 1853 three banks were thrown out at the Suffolk. The conmiissioners com- 
ment on this as follows : 

*' Though a bank ceases to redeem at the Suffolk, it by no means follows that it 
has failed,. yet it is generally so regarded— for its bills at once become depressed in 
value at the place toward which they naturally flow in the way of trade, and the 
free circulation is almost instantly stopped. If it continue to redeem at the counter, 
the influence of such suspension is felt by all the banks of the State causing a 
withdrawal of dei)osits and of specie and a loss of confidence in monied institu- 
tions." 

Excepting the Bank of Hallo well, the only bank that did not redeem its bills in 
Boston in 1854 was the Calais Bank, which did business on a local circulation in the 
eastern part of the State and in New Brunswick. Indeed, it continued, as in the 
past, to practically monopolize the local circulation of that region, since its bills 
could not be sent to Boston. 

In 1857 the commissioners say that ^ 

" The Suffolk System, though not recognized in our banking law, has proved to 
be the great safeguard to the public. Whatever objections may exist to this system 
in theory, its practical operation is to keep the circulation of our banks within the 
bounds of safety. No sound bank can have any well-founded reason for refusing 
to redeem its bills in Boston, and a bank that is not sound can not long do business 
under that system, and ceases to be in good credit when it is thrown out at the 
Suffolk." 

The commissioners in 1858 devote a part of their report to an account of the 
establishment of the Bank of Mutual Redemption and its relations to the Suffolk, in 
the introduction to which they say : 

* ** There is no difference of opinion among the officers of the banks of this State, 
or among practical business men, that the system should be maintained in its integ- 
rity, whatever agent or agents in Boston may be employed for doing the business. 
The redemption of their bills in Boston, by all the New England banks, has become 
indispensable to securing the transaction of business." 

In 1861 all the banks of the State did business or kept deposits with one or more S 
Boston banks, and six did business with some bank in New York. The commis- * 
sioners say of this : 

" The system of redeeming the circulation in Boston, or the Suffolk system as 
it is more commonly called, has from time been fiercely attacked, and an ingenious 
disputant may in theory have the best of the argument, and yet every practical 
banker knows, that this very system has given New England a better currency than 
any other part of the country." 

**The establishment of the Bank of Mutual Redemption was but another 
plan to effect the same object, and it is not for us to advise where any bank shall 
redeem, only that the thing be done, and done through some institution worthy of 
public confidence." 

Advantages op Redemption System. 

Now that we have seen the effects of the Suffolk system and the contemporary 
opinions of those best qualified to judge, it may be well to sum up the advantages 
of this noted system of redemption. 

That it accomplished its main purpose and accomplished it well, there can be ) 
no doubt. It was an effectual system of redemption. Before 1^09 country bank 
bills were at a discount of from four to five per cent in Boston. The New England 
Bank system reduced this discount to one per cent ; the Suffolk system abolished it 
entirely. The bills of all the banks connected with the system were kept at par in 
Boston and therefore throughout the whole extent of their circulation. 

A second advantage was that, no unsound bank could Iom remad^ 
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the system. This fact was soon well known to the public, and abandonment of the 
system by any bank came to be popularly considered a sign of unsoundness. Thus 
were furnished both a signal of warning to the public and a check to the banks. 
Much reckless banking was prevented, doubtless, by the fear of being thrown out 
at the Suffolk and of thus losing the confidence of the public. 

Another advantage, and perhaps as great as any, was the influence of the sysr 
tem on the elasticity of the cun*ency. Elasticity is one of the most necessary 
features of a currency. It can be secured only through a good system of redemx>- 
tion. The great thing to aim at is to have always in the hands of the public just 
the amount of money needed to carry on business, no more and no less. This 
object can be attained only by a system that contracts or expands the currency 
easily, quickly and safely with every change in business conditions. The Suffolk 
system was an ideal one in this respect. For many years the whole circulation of 
the Maine banks was redeemed four or five times a year. Five times a year all the 
notes of a Maine bank came back to it. They could be issued again only in answer 
tD a demand of business. The bank currency of New England thus adjusted itself 
to tusiness needs as closely, or was as elastic, as any system of currency that has 
been or may be devised. 

It should be remembered that the Suffolk system could not have produced the 
remarkable elasticity that it did, had not the New England banks issued their notes 
against general assets. The life of the system was the desire on the part of the 
banks to enlarge their circiQation, and such desire can be realized only when bank 
notes are issued against general assets. Under a system of si)ecially-secured note 
issue — the present National Bank system for instance — where the issue of notes is 
such an expensive and troublesome affair that banks do not care whether they have 
any circulation or not, the Suffolk redemption system, with the resulting elasticity 
of the currency, would have been an impossibility. 



FRAUDS, FAILURES, AND DEFECTS. 
Early Failures. 
Penobscot Bank. 
The first bank in Maine that failed was the Penobscot, of Buckstown (now 
Bucksport), chartered March 14, 1806. Its charter was to expire at the same time as 
those of the other banks, in October, 1812. It did not, however, have vitality enough 
to live much more than half the short period allotted to it. The capital, $100,000, 
was paid in June 16 and December 16, 1806. Within six months all but $600 of it 
was lent to the stockholders on notes renewable every six months, secured by the 
pledge of the stock, The other loans about equaled the capital. In June, 1809, the 
circulation was $190,000 and the specie $19,000. In August, when the circulation was 
$170,000, large sums came back to the bank and it ceased payment. There was no 
regular redemption of bills after this, though various sums seem to have been 
redeemed at odd intervals, whenever the bank could get hold of any funds. In Jan- 
uary, 1810, the bills sold at 30 per cent and some smaU sums at 40 per cent and 50 
gjr cent discount in Boston. In December, 1810, a Buckstown correspondent of a 
alio well paper announced that the bank was convalescent, that most of the pai)er 
had been absorbed in the payments made to the bank, and that all bills still out- 
standing would on presentation be exchanged for specie or undoubted bills on Bos- 
ton. That this was a false report, however, was soon shown by the report made to 
the Massachusetts Senate by its committee appointed to investigate this bank. The 
committee stated that the unredeemed circulation at the last return was $64,000, of 
which $44,000 was deposited at t^e bank by Boston stockholders, to be redeemed 
whenever any money could be procured. $12,000 had been sued and brought to exe- 
cution. Within a month an officer with an execution for over $3,000 had gone 
through the bank and had not found a single dollar. Less than $20,000 of the loan 
had been collected since the failure. In spite of this the directors paid to the stock- 
holders $4,500 of profits three months after the failure. The committee did not be- 
lieve that enough could be collected from the assets before the expiration of the 
charter to redeem the bills and recommended that the bank be not allowed to issue 
any more bills unless the stockholders become bound individually to redeem them. 

Castine Bank, 
Three banks failed in 1820, the Castine, the Hallowell and Augusta and the 
Wisbasset. A committee was appointed by the legislature June 15, 1820, to examine 
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them. The Castine Bank appears to have been b6tight up by speculators in Boston 
and conducted by them for their private advantage. The bank stopped specie pay- 
ments May 22, 1820, and never resumed them. August 31, 1820, a committee of the 
Legislature examined its affaii*s and brought to light some curious facts. The 
capital was mostly fictitious, there being $67,773 in stock notes. Two hundred and 
fifty-one of its thousand shares of stock stood in the names of Thomas Adams and 
his wife, fifty in the names of Phillip Curtis and of Phillip and Thomas Curtis, and 
three hundred and fifteen in the names of Samuel Upton and his wife. Samuel 
Upton, Thomas Adams and Phillip Curtis were directors. The debts due to the 
bank from these three were $191,377.94. All the other assets amounted to $50,- 
369.24, estimated by the committee as worth $83,306.69. The liabilities were $133,- 
602.15, of which $128,982 were for bills in circulation. January 1, 1820, the circula- 
tion had been $17,709.. A certain Peters seems to have been the agent of the bank 
in Boston before the reign of Upton and Adams. Upton was authorized to settle 
with him and to employ some one else. He engaged Phillip and Thomas Curtis 
.They were to receive $600 per annum and the use of $10,000 without interest for 
their services. The directors approved this agreement. The Curtises received the 
$10,000 and gave the bank their note for it, with Upton and Adams as sureties. On 
the settlement with Peters there was a bsdance against him of $54,225.71, which he 
paid to Upton. By the order of Upton the cashier of the bank charged this to the 
new agents, but there is no proof that Upton ever paid over to them the whole sum. 
The rest of the balance against Phillip and Thomas Curtis consisted of cash remitted 
and of notes and drafts sent to them for collection. Upton had himself appointed 
assistant agent and received for his services the use of $12,000 without interest, for 
which he gave his note with Adams as surety. 

After the failure the directors wrote to the Boston agents about a settlement 
between them and the bank but received no answer. One of the directors called on 
the agents later but got little satisfaction. Upton would only say that the bank had 
gone down on his hands and he would bring it up again, but he must have his own 
way and his own time for doing it. 

The corporation of the bank was ordered to appear before the Legislature Feb- 
ruary 15, 1821, and show cause why its charter should not be declared forfeited. The 
bank was unable to disprove any of the facts contained in the report of the commit- 
tee. The charter was repealed March 20, 1821. 

HalloweU and Augusta Bank, 
The second of the three banks that failed in 1820 was the HalloweU and Augusta, 
at HalloweU . It ceased payment early in May. The president and cashier issued a 
notice. May 13, summoning aU debtors of the bank to pay at once and announcing 
that the real estate of the bank would be sold and the bills of the bank received in 
payment. The committee found this bank in better condition than had been feared 
and gave its opinion that the bank would pay its debts to the public if allowed a 
year to settle up its concerns. The state of the bank, June 22, 1820, was as foUows: 

LIABILITIES. 



Bills in circulation f IM.Ml.OO 

Deposits 1.780.19 

Unclaimed dividends 582.85 

Dueto Wm. Bartlett 20.000 00 

$128,374.04 



ASSETS. 

Specie on hand $ 238.00 

Deposit in Gardiner Banic 2,983.7G 

Keal estate and debts secured by real 
estate, stated to have cost $48,110.38, 
and valued by the Committee at 28,905.00 

Notes and other personal securities 
amounting to $84,888.28, valued at 67,895.72 

Stock notes considered good by the com- 
mittee 89,678.00 

$134,645.48 

There were $81,700 of stock notes not included in the above and presumably 
doubtful. Even if these proved good for their face value, $62,028.56 of the capital 
would be a dead loss. 

The bank was summoned to appear before the Legislature in 1821. In its hear- 
ing it made a poor showing, and the charter was revoked, March 2, 1821, on the 
ground that the capital had never been paid in according to the provisions of the 
charter, and that dividends had been declared at times and to an amount not 
authorized by the charter. 

Wi8ca98et Bank. 

The Wiscasset Bank was worse off than either of its feUows in distress. It 
suspended specie payments December 8, 1814, resumed March 28, 1815, suspended 
again July 20, 1816, jresumed again September 20, 1817, and finaUy discontinued 
May 18, 1820. It kept on doing business merrily in spite of aU this and declared a 
dividend on April 12, 1819. though there was a balance against the bank, in profit 
and loss account, of $14,307. When examined by the committee the president 
thought he might sell the assets of the bank within a year on such terms as to meet 
the debts. The estimate of the committee, however, hardly justified iuch an ex- 
pectation. It was as follows : uigmzeaDy vjv/v>rviv. 
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LIABILITIES. 

Bills In circulation $105,653.52 

DepOBitfl 435.52 

$105,989.04 



ASSETS. 

Specie on hand $ 147.92 

Bills of other banks 71.00 

Beal Estate, charged to the Bank at 

$27,120.62, valued by the Committee at 15,800.00 
I>ebt8 secured l>y Real Estate, nominal 

value $11,806, estimated at 8,272.82 

Discounts, nominal amount $53,077 19, 

valued at 15,724.23 

Balance due from Lincoln and Kennebec 

Bank, $27,102, estimated at 15,353.74 

Stock Notes, less dividends due the prom- 

issors. $58,275.70, estimated at 9.382.40 

All other Debts, nominally $84,698.85, 

estimated 28.698.36 

$93,451.46 

Kennebec Bank, 

The next failiire was that of the Kennebec Bank in 1826. This bank was 
chartered in 1812 at Augusta with a capital of $100,000 and removed to Hallowell. 
Little of the capital was ever paid in, and the directors monopolized the stock. 
When it failed, seven directors owned eight htmdred and twenty-five shares and 
owed $74,250 on stock notes. This condition encouraged the loosest kind of bank- 
ing. In January, 1818, the directors returned $180,080.82 of debts to the bank and 
then discounted $65,180. In June, 1818, they returned $197,608.37 of debts to the 
bank and $148,716 of circulation and on the same day discounted $37,84'5. During 
1818 and 1819 they divided 3 per cent each three months. In the flurry of 1820 it 
was rather hard pressed, and many rumors were circulated about it, but it man- 
aged to keep its credit good. January, lb20, it returned $128,513 of bills in circula- 
tion, with enough specie, bills of other banks, and deposits in other banks to make 
the ratio of bills to funds available for redemption two and a half to one. January, 
1825, it returned $139,025 of bills in circulation. 

It suspended payment Majr 1, 1626. The oflftcials of the bank had foreseen the 
impending disaster for some time and had redeemed a large part of iis circulation 
in the preceding four months. The commissioners found the following to be the 
state of the bank June 26, 1826 : 

LIABILITIES. 

Bills In circulation $85,928.00 

DepoBltfl 2,734.34 

Whitney, Cutler A Hammond 10,000.00 

Phineas Foster 5,000.00 

George Brinley 6,000.00 

Globe Bank 3.489.11 

$63,101.45 

Whitney, Cutler & Hammond, Foster, and Brinley held the x)ersonal security 
of the directors for the sums due them. Whitney, Cutler & Hammond had $20,000, 
Foster had $10,000 and the Globe Bank had $12,315 of the bills of the bank as 
collateral. These bills were not regarded as in circulation. 

By February 2, 1827, debts had been reduced to $39,609.85. There were about 
enough assets outside of stock notes to cover these, but even the cashier admitted 
that it would take a long time to collect the assets and settle the affairs of the bank. 
Its charter was repealed February 24, 1827, on petition of the bank itself. 

Passamaquoddy, Bath and Oxford Banks. 

The Passamaquoddy Bank at Eastport, incorporated in 1819 with a capital 
of $100,000, failed m 1826. Data regarding it are not accessible. It was summoned 
to appear before the Legislature and produce its books and papers but refused to do 
so. Its charter was repealed Feb. 23, 1826. 

The Bath Bank was not in a healthy condition. Nine-tenths of the stock was 
owned by the directors, and three-fourths of the loan was due from them. Nearly 
nine-tenths of the capital was in stock notes. It does not appear, however, to 
have injured the public. Its circulation fell from $90,794 in 1824 to $13,564 in 1828. 
In 1881 its charter expired, and it slowly closed its concerns. 

An attempt was made by some persons to put into circulation, in New York, 
bills purporting to be issued by the Oxford Bank, an institution chartered in 1836 
but never organized. The attempt called forth the following vigorous statement 
from the Legislature : 

"Reaolvedt That there is not, and never has been any euch institution in this State as the Oxford 
Bank, that the issuing of bills of such bank was a gross fraud on the public, and the projectors of that 
swindling scheme are totally unworthy of the confidence of the community, and should be made to 
suffer the most rigid penalties of the law for the punishment of such offenders made and provided." 

The Era of Foreign Speculators, 1839-41. 
Just after the crisis of 1837 some speculators in New York offered to purchase 
iOY^ral of the banks that found themselves in poor condition. 5F|nleFl!^\5©^-5¥t 



ASSETS. 

Stock Notes 188.370.00 

Amount due from Directors 84,440.00 

Other Debts, 127.841.96. valued at 18,5«1.81 

Real Estate, $8,679.78, valued at 5.786.48 

$148,157.79 
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cnlate a large amount of notes in New York and in the West. Varions schemes 
were prei)ared to keep these going without the aid of specie. Five Maine banks 
accepted these offers. 

Bank of Oldtown, Orono. 

The first of the five was the Bank of Oldtown. This institution, located at 
Orono and chartered in 1836, had been, like most of those that subsequently failed, 
badly managed from the first. Most of the capital tvas withdrawn very soon after ^ 
it Was paid in and replaced by the notes of the stockholders, who were only eight » 
all tojd. The president held, in his own name or in names that he had substituted / 
for his own, nearly half the capital, for the payment or purchase of which his own 

?aper or that of the persons whose names he had used was discounted by the bank, 
'he first discoimt was made August 8, 1836, and the last August 2, 1838. During 
the fii-st year and a half discounts to the directors and their friends were free and 
large, sometimes on slender securities. In January, 1838, the circulation was §44,295, 
and on the thirteenth of February the bank was thrown out at the Suffolk, its debt 
to that institution then being $31,803. In this emergency the large stockholders 
sought to get rid of as much of their stock as possible, and a great number of trans- 
fers took place. May 10, 1838, two hundred and fifty shares, one-half the capital, 
which were under the control of the president, were sold to Abner Cook, Jr., and 
Achilles V. Hammond, of New York, and three other persons that they named. Of 
the sum paid for this stock $20,834.59 was in notes drawn by persons said to live in 
New York, later discovered to be wholly irresponsible, and endorsed by Cook and 
Hammond. The balance was paid in bills of the Roxbury Bank. Cook seems to 
have gotten possession of about $20,000 of the bills of this bank with the intention 
of using them in such transactions. The same day, without consulting the direc- 
tors, the president transferred the property received from Cook and Hammond to the "b 
bank, to take the place of notes originally given for the stock, for the payment of ' 
which, even where his name did not appear, the bank considered him liable, since 
they had been given for stock which m fact belonged to him. May 17, 1838, the 
bank discounted for Hammond and Cook their note of $4,000 on six months. The 
charter of the Roxbury Bank was repealed by the General Court of Massachusetts 
April 24, 1838, it having been discovered that it was a purely swindling scheme, in 
which Hammond and two of the other persons to whom the stock of the Bank of 
Oldtown had been sold were implicated The credit of its bills, however, did not 
immediately suffer from its failure, and the Bank of Oldtown lost nothing by those 
that it received and was enabled by their aid to protract its existence ninety days 
more. There were now more transfers of stock, all the best stockholders being anx- 
ious to escape from any liabilities in connection with such an institution. In August 
the funds of the bank became very nearly exhausted, and the cashier, in hopes to 
lengthen out its days, put $10,400 of its bills into the hands of Hammond for the pur- 
pose of enabling him to raise a loan on them or to procure money in some other way, 
to enable the bank to redeem its bills. Hammond, however, fied with the money to 
St. Johns, N. B., where the cashier overtook him and recovered $4,400 of the bills J 
and had him thrown into jail for the remainder and for other debts. After he had .7 
remained there eleven months in close confinement, an agent of the directors settled ^ 
with him and took an assignment of his shares, $800 of the Oldtown bills, and vari- 
ous other property. October 20, 1^38, the Suffolk Bank settled with the Bank of 
Oldtown for $19,200 in real estate, $11,154 in notes and a new note of $1,551.94 to 
balance. March 20, 1839, the charter of the Bank of Oldtown was declared, by a 
resolve of the Legislature, to be void and forfeit, except for the purpose of closing 
up its affairs. Receivers were also appointed by a judge of the supreme court, but 
the appointment was not accepted and the affairs of the bank remained in the hands . 
of the oflBcers, who did practically nothing toward winding them up. The commis- 
sioners examined it on the sixth of October,, 1839, and expressed the opinion that if 
good attention were paid to its paper possibly enough might be collected to redeem 
one-third of the circulation. The Bank Commissioners' Report for 1^38 says that 
'* the failure of the bank may be attributed to its never having had any solid capital, 
to its having been established in a place where it was not needed, and to unslallful 
management." Early in 1840 its bills had no sale in Boston and it was classed as one 
of the broken-down banks in New England. 



Frankfort Bank, j 

The case of the Frankfort Bank, chartered in 1836, was somewhat different in 
that the dealings with the speculators were approved by the directors and were 
placed on record. The whole capital of this bank was withdrawn within a month 
of its going into operation. Some of the stockholders took out at once the whole 
amount they had subscribed. Their notes, exceeding half the stock, were unpaid in 
1838. Early in 1840 the bank found itself in a poor condition by reason of losses it had 
sustained and the difficulty of collecting a large part of its loan. The president, Ben- 
jamin Shftw, began to look »bQUt fpr means of improving the credit Qf/tiJfiLb»nk» 
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He soon received several letters of inquiry, the general tenor of which was shown 
by one received from H. M. & J. M. True, who afterward gained notoriety in con- 
nection with the Globe Bank. It stated that they were "in want of an eastern 
bank for the purchase of wheat, etc., in the west" and asked "if the charter of the 
Frankfort Bank could be purchased and for what." After the president had re 
jected several offers on suspicion he received one from Henry Roop, president of the 
Bank of America at Buffalo, N. Y., that seemed too favorable to be refused. An 
. investigation convinced Mr. Shaw of the reliability of Mr. Roop, and negotiations 
' were entered into resulting in a contract in consideration of which Henry Roop re- 
ceived a discount of $30,000 on the security of his own name and that of James 
Miller, a resident of Buffalo who was unknown to any of the directors except by 
report. Of this loan $25,000, less the discount, was x)aid to Mr. Roop in bills of 
the Frankfort Bank. His account with the bank then stood as follows :— Dr. to 
400 shares of stock, $40,000 ; to Idlls of the bank, |25,000. Cr. by his notes, $30,- 
000 ; by certificates of money deposited in the Bank of America, $20,000 ; by current 
funds, $15,000. 

As a further part of the program, more than three hundred shares of the bank's 
stock were purchased by Roop and transferred to Buffalo parties. A cashier was 
sent on from Buffalo to take charge of the affairs of the Bank. Shaw was to be 
paid $600 a j^ear for his services as president and for the use of the banking room. 
His duties were not very arduous, as no discounts were made after the sale of stock 
to Mr. Roop. The circulation, which had been $15,000 on September 2, was |;30,5b3 
on February 2, 1841. Rumors prejudicial to the bank, however, spread to such an 
extent that few of the bills taken to Buffalo were put into circulation there, and 
the bills had no circulation whatever in the vicinity of the bank. 

January 22, 1841, the governor and council directed the commissioners to make 
^ a special examination of the Frankfort and of the Globe Banks at once. The com- 
missioners obeyed the order promptly, and the governor sent their report to the 
Legislature the fifth day of February. March 29, 1841, the Legislature repealed the 
charters of these two banks and of the Citizens* Bank of Augusta. 

The Frankfort Bank went into the hands of receivers March 31, 1841. In the 
mean time the Buffalo speculators, perceiving that the stock could no longer be 
useful to them, had returned their stock and taken up their notes and securities. 
This reduced the loan to $12,167.40 and made the bank owner of all its own capital 
except $9,400. About $29,000 of the assets that were pledged for the payment of 
particular liabilities were sold for about a quarter of that sum. October 20, 1841, 
the claims against the bank, exclusive of the capital, were $15,423.50. To meet 
these claims were assets nominally valued at $8,468.54, but really worth only about 
$3,000. This shows that all of the capital had been lost, and that the assets were 
not sufficient to pay twenty per cent of the liabilities. 

Olohe Bank, Bangor. 

The Globe Bank, of Bangor, has been mentioned as having been examined at 
the same time as the Frankfort Bank. This institution was chartered in 1886. It 
never was prosperous. Its only dividend was one of two per cent in April, 1837. 
May 19, 1838, $13,490 of well secured notes of one of the directors, given for stock 
owned by him, was taken up by acceptances of Abner Cook, Jr., for $11,100 and by 
Roxbury Bank bills for the remainder. The Cook paper was all dishonored. 

In eight months of 1839 one thousand two hundred shares changed hands, and 
in October more than half of its paper was doubtful. In spite of these difficulties the 
bank maintained its credit and gradually liquidated its liabilities until in June. 1840, 
Tt was able to retm-n its circulation as only $8,906. In April, 1840, $1,000 had been 
deposited without interest with G. F. Cook & Co., brokers of Boston, to pay them 
for taking tro the bills of the bank to the extent of the funds with wMch they were 
provided. The system was for them to hand the redeemed bills to another broker, 
who put them in circulation and turned over the money so raised for further re- 
demption. The circulation of the bank in August, 1840, was not more than $10,000. 
Then transactions took place that brought it up to more than four times that amount 
in the short space of two weeks. Benjamin Wiggin, one of the directors, appears 
to have gone to New York sometime during the summer and to have there made the 
acquaintance of H. M. & J. M True, the firm that we have seen desirous of purchas- 
ing the Frankfort Bank. August 19, 1840, James M. True, acting in the name of 
the firm and recommended to the bank by Wiggin, appeared in Bangor. On that 
day he secured a discount of $11,000 and received biUs of the bank for it on the 
agreement that thev should be circulated in the western part of New York and in 
the western states for the purchase of produce. August 29, $2o,000 were discounted 
for True for which bills were paid. Wiggin collected two hundred and eight shares 
of the bank stock, paying from $20 to $30 per share, and sold them at par, on the 
fifth of October, to True and persons named by him. The same day True was 
elected a director, aJthoagh he was ineligible under the laws of the State. At 
various meetings between this 4ate and the nineteenth of November, at which only 
True and two other directors were present, discounts were i^J^P^^^^^^Q^^iWav, 
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amounting to $16,000, and $10,000 for another New York firm on his recommenda- 
tion. Thus the discounts granted to 1 rue in siirty-four days amounted to $47,000. 
True failed the twenty-siirth of December, having first conveyed his shares in the 
bank to some of his associates. 

January 23, 1841, Wiggin arrived in Bangor with Samuel Benedict, Jr., of 
Alexander. N. Y., and Nathan FoUet, of Batavia, N. Y. Two days later two hun- 
dred and sixty-nine shares in the bank, including all that had been sold to True and 
his associates and thirty-five shares belonging to "Wiggin, were sold at par to these 
two gentlemen and their friends, with the agreement that they should receive a dis- 
count of $58,000. Of this sum they took $27,000 in the True paper and the rest in 
bills. By this time it was evident that the bank was being conducted solely in the 
interests of the New York i)arties, for the amount of other paper discounted since 
the first appearance of True had been only $5,340. We have already mentioned its 
examination and the repeal of its charter. Under the receivers $2,000 of bills and a 
deposit of $1,200 were paid by the sale of $18,700.39 of the loan, which had been 
mortgaged for this purpose before the surrender of the charter. Attempts to reaUze 
anything else from the assets met with little success. October 1, 1841, there 
remained a practically worthless loan of $118,660. The most valuable asset was 
$501.25 in cash. The liabilities were, deposits $742.48, circulation $66,347, capital 
stock $57,970. The bank itself owned the rest of the capital. The only redeeming 
feature in this very bad situation was that the most of the circulation was in the 
hands of the New York debtors or their associates. 

Citizens^ Bank, Augusta, 

The next bank to pass into the hands of speculators, the Citizens' Bank of 
Augusta, unluckily for the new owners made the cnange just as the authorities were 
planning to investigate the Globe and the Frankfort Banks. It was exposed after 
having existed only one week under the new management. Up to January 23, 1841, 
this bank had good credit, small liabilities and ample resources. Its stock was esti- 
mated to be worth $90 a share after allowing for all losses and bad debts. The 
bank was not demanded, however, by the business of the place, and a part of the 
stockholders were in favor of discontinuing it. On that date its character was 
entirely changed. November 25, 1840, the bank received a communication from S. 
G. Langdon of Hartford, Conn., embodying offers, which had already been made 
verbally to several of the stockholders. The terms were substantially carried into 
effect January 23, 1841. Langdon bought the whole of the stock,, paying for each 
share either $85 in cash or an equivalent amount of the securities held by the bank, 
at the option of the old stockholders. $4,484.17 of the loan and $li»,38l'.79 in cash 
were delivered to the former cashier to redeem the circulation and pay the deposits, 
together amounting to $14,865.26, and he gave a bond for this purpose. There was 
left for the new owners $15,460.91 of the loan, upon which the loss was estimated at 
$4,577.50, real estate collateral valued at $1,100, deposit in the Suffolk Bank of 
$8,000, and $3,194.48 in cash. Notes were put in by the new proprietors to the 
amount of $82,318, which took the place of part of the notes given to the old stock- 
holders. During the week that the bank was in operation under the new manage- 
ment no discounts were made, but $5,324 of bills were put into circulation by 
exchange. These were of an entirely new emission, which was not receive at the 
Suffolk. So far the bank had done no harm, but it was a source of danger, as its 
stockholders were beyond the reach of the law. In a message to the Legislature 
the Governor said— 

"Without impeaching the motives of those who have thus, in effect, transferred a charter 
snranted by the L^slature with the implied If not the expressed understanding that the Insti- 
tytion should remain under the direction of responsible citizens of our own State, who were owners 
of its stock. I can not hesitate to say, that in my judgment the credit and honor of the State at home 
and abroad, so far as the currency is concerned, demand immediate measures to stop this novel mode 
of barter and sale of our institutions If no other course will effect this object, I recommend an imme- 
diate repeal of the charter of this and of all other banks similarly situated." 

We have seen that this course was followed and the charter repealed March 29, 
1841 . Receivers were appointed April 1 and found the assets to be worth about $3,7« 
and the circulation to be $6,850. In the meantime Langdon, who had got himself 
made cashier, absconded with $28,500 of the new bills, of which he put into circu- 
lation an unknown amount. On the date last named $5,000 of these bills had been 
sent in for x)ayment. 

Stillwater Canal Bank, Orono, 

Of the live banks exploited by schemers out of the State the last to be discov- 
ered was the StUwater Canal Bank, of Orono, chartered in 1885. It was always in 
poor shape. In October, 1835, its loan was nearly all to stockholders, $43,000 of 
it to one firm who were owners of three-fifths of the capital. In 1840 more than 
half of the loan was in execution or in suit, and most of the rest was not readily 
collectible. The bank made only three dividends during its history, the last being 
in April, 1887. In 1839 it had a debt of over $20,000 to the Suffolk bank, which it 
paid by having some of its debtors transfer real estate to said Bank. 

The manipulators first appear in March. 1840, in a letter from one Gyms Moore 
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to the President of the bank introducing G. W. Sonle and J. W. Swan, of New York, 
as men of wealth who may ** be able to make such a trade with you as will be bene- 
ficial to all parties concerned." 

April 10, 1840, these two men received a discount of $9,000 on their own notes. 
As collateral they deposited $9,000 in Alabama State stock and ten shares of Boston 
and Providence Kailroad stock. They also exchanged $1 ,000 of current bills for the 
same amount of bills of the Stillwater Canal Bank. To provide for the redemption 
of this issue of $10,000 they agreed to accept the cashier's check for $500 as soon as 
that amount of the bills should be redeemed and in the same manner for every sub- 
sequent $250. This attempt to establish a circulation soon failed by reason of 
the poor credit of the bank. The bills were returned and the securities given up. 

In December, 1840, an arrangement was made with Swift & Co., brokers in 
New York, to redeem the bills of the bank at a discount of one and a half per cent. 
They were to allow the discount to the bank and to charge only i per cent when the 
amount redeemed per month was less than $1,000 and J per cent when it was above 
that sum, and also to pay 5 j>er cent interest on the balance in their hands. This 
arrangement continued for eight months, during which time $9,210 were redeemed, 
funds for which to the amount of $4,837 were received from the sale of the bills to 
Soule, to be reissued by him. December 26, 1840, on the application of Soule, the 
paper of various persons, whose solvency was not known to the directors, was dis- 
counted to the amount of $15,857.17, and as payment one hundred and fifty-three 
shaa*es of the b^mk's capital were transferred at their x)ar value to persons named by 
Soule, although it was well known that they had a merely nominal value. This 
gave the purchasers the control of the bank, as one hundred and seventy-two sharea% 
were owned by the bank itself, having been received for debts. In January, 1841, 
the purchasers reconveyed their stock as collateral for the notes given for it, but 
with the proviso that they retain their right to vote. No attempt was ever made 
by the bank to collect these notes. In August, 1841, the arrangement with Swift & 
Co. was suspended, and a similar one was made with the Washington Bank in New 
York. C. S. Clark, one of the directors, deposited $8,000 in the Washington Bank 
and furnished the bank with the obligations of Soule to deposit $1,000 and of one 
Drake to deposit $2,500. On the strength of these he obtained $6,000 of bills from 
the bank, although the Washington Baoik never reported that these smns had been 
deposited. In fact the Washington Bank never made a report of any kind. In 
July the circulation was suddenly increased by the discount of paper presented by 
Clark amounting to $15,296.15, for which bills were sent to New York. This large 
issue for distant circulation, when the circulation as reported the month before had 
been only $10,001, excited the suspicion of the commissioners, and they made 
a special examination in October. The specie was found to consist of $5.41 in cents. 
There appeared to be nothing of any importance with which to redeem the bills 
outstanding to the amount of over $25,000. Receivers were appointed soon after. 
Later Frauds and Failures. 

The Agricultural Bank, at Brewer, was in bad condition and assured the Com- 
missioners, at the time of the annual examination in 1841, that immediate steps 
would be taken to close its concerns and that it would surrender its charter at the 
next session of the Legislature. It did not keep its promise but increased instead of 
diminishing its issues. An injimction was issued against it on the ninth of Decem- 
ber. The bank, chartered in 1836, never had any real capital. Within two months 
after the capital was paid in all but $500 was returned to the stockholders for th^ 
notes. Its paper seems to have been alwavs poor, and too much of it stood to the 
account of the directors. In December, 1841, the circulation was $19,800, of which 
$7,100 had been sent within a month to their Boston agent to raise money on. Dur- 
ing one week in this month $10,000 of this circulation was presented at the bank, 
but was not redeemed. The Commissioners were of opinion at that time that the 
assets mi^ht, with careful management, be made to pay the notes. 

The history of the Central Bajik, at Hallowell, the charter of which expired in 
1847, is a curious one. It was incorporated in 1825 as the Vassalboro Bank, in Vas- 
salboro, with a capital of $50,000. It was- opened in a small village that had only 
two stores. One of the store-keepers was made cashier and given the use of $3,500 
as pay for his services. One Artemas Leonard, of Hallowell, was president. 

The bank appears to have been conducted by the president and cashier in a most 
unbusinesslike manner, regardless of laws or inspections. Nevertheless the public 
seems to have suffered nothing worse than some inconvenience, and the bank's 
affairs were finally wound up without any loss to noteholders. 

The Bank of Hallowell was thrown out at the Suffolk in 1853. It continued, 
however, to redeem at its own counter and remained in good credit. It also 
arranged for the redemption of its bills at 1 per cent discount in New York. In 
1856 the commissioners applied for an injunction on this bank and it was granted. 
Sixteen sx)ecifications accompanied the application. The substance of them was 
that no record existed of the paying in of the second half of the capitaJ or of the 
UXQr«»8« Qf $50,000 subsequently authorized, that a large paj^ir^y^f^gH??! fi?^ 



84 SOUND CUBRBNOT. 



been done outside of the State, that the records were not kept in good shape, that 
the cashier's bond had not been renewed either in 1855 or in 1856. In March, 1857, 
the injunction was so far modified as to permit the cashier to apply the assets 
of the bank to the redemption of the circulation, which at that time amounted 
to more than |90,0 0. The circulation was chiefly in the West, as the bills were not 
current in the State. November 30, 1857, the amoimt of bills out of the bank was 
$48,570, and it api)eared from the books that all above this amount had been de- 
stroyed. In 1857 the commissioners threatened to procure the appointment of 
receivers unless its affairs were promptly wound up. The next year they excused 
themselves for not carrying out their threat by saying that there was nothing to 
receive. ** That all persons who are so unfortunate as to be holders of bills on this 
bsmk may estimate their value," they give a list of its assets, amounting to $42,310.- 
81 of doubtful x)aper. The circulation was about the same, leaving the capital a 
dead loss. The laiger part was owned out of the State. 

The Ship Builders' Bank, at Rockland, which went into the hands of receivers 
early in 1855, appears to have been a deliberate swindle, perpetrated by the cashier 
and president. The record of circulation was very defective, but from the amount 
known to have been printed it was believed that the probable circulation at the 
time of the failure was $224,000, rather than the $119,296 reported. About $4,000 
was all that had been reidized from the assets in the fall of 1856. 

An injunction was issued against the Canton Bank on the application of the 
commissioners in November, 1856. At their examination they found that there 
were outstanding bills to the amount of $20,942, that were not entered as having 
*been issued on any regular record of the bank. These bills had been issued to cer- 
tain parties out of the State without the security required by law. It was pro- 
Sosedthat these parties riiould circulate the bills, but they bore a private mark to 
istinguish them from biUs properly issued. $8,124.39 of the loan was overdue. 
The liabilities of the directors and stockholders were $41,880. This injunction was 
so far modified as to permit the bank to receive payment for debts due to it and to 
pay its individual depositors. 

An injunction was granted against the Exchange Bank, of Bangor, in 1856. 
The specifications accompanying the application for the injunction state that the 
bank has discounted without the required security and in illegal manner, that it 
has raised funds by pledging its bills, that it has discounted for one person or firm 
paper exceeding in amount the capital of the bank, without having it endorsed by 
any persons in the State, that it has allowed one person to take from the bank bills 
or assets to the amount of from $8,000 to $14,000 without legal security, that it has 
refused payment of more than $12,000 of its bills at its own counter, that books are 
not so kept as to show the true situation of the affairs of the bank. The injunction 
was made perpetual, and the bank passed into the hands of receivers. 

Nearly all the stock of the Mousam River Bank, chartered in 1^54, was owned 
in Massachusetts, and most of the business was done there. The commissioners 
compelled it to transfer a majority of its stock to responsible citizens of the State. 
In 1857 an injunction was issued against the bank, which had had its name 
changed to Sanford Bank. November 12th it appeared that the liabilities were 
$30,043.94 and the assets $76,665.45, about half of which were very doubtful debts. 
In 1859 the injunction was removed, and the bank went into oi)eration January 1, 
1860. The deficiency in the capital, about $37,000, was made up and paid in by the 
stockholders. The circulation in November, 1859, was $1,758, with specie enough 
on hand to redeem it all. In May, 1861, it was thrown out at the Suffolk. The 
commissioners at once examined it, and receivers were appointed. The receivers 
reported in 1864 that the liabilities were $11,213.11 and the assets $2,068.70. 

In December, 1856, the Norombega Bank, of Bangor, went into the hands of 
receivers. By an act passed by the Legislature February 21, 1860, the affairs of the 
. bank were taken from the hands of the receivers and again entrusted to the officials 
of the bank to be wound up. The act was to take effect only in case that the bank 
filed with the State Treasurer a bond for $200,000, conditioned on its paying all its 
liabilities. The bond was given and was ample for the demands of all creditors. 

DEFECTS. 

The failures and frauds having been enumerated, it may be well to review the 
list and see the defects revealed. 

The most noticeable defect is the attempt to do a banking business without any 
real capital. This attempt took the form of stock notes, of loans to stockholders 
and directors, and of ownership by the bank of a large part of its own stock. Stock 
notes were the chief cause of every failure before 1830. The large amount of such 
fictitious capital in these early banks is almost incredible. Stock notes were pro- 
hibited in 1831, but the prohibition seems to have done little good. Loans to stock- 
holders and directors, while not called stock notes, amoimted to the same thing 
and played much the same part in the failures of 1839-41. 'I hey were really more 
dwigeroug than th^ stock notes, as not ev^n th^ stock could be taken in th« awe of 

uigitizea Dy ^JjOU^iv: 



STATE BANKING IN MAINE. 85 

a bankrupt stockholder, unless he should assign it to the bank, since by law no 
bank could attach its own stock. The ownership by a bank of its own stock grew 
out of taMng it for debt and was the most dangerous of all the forms of fictitious 
capital, because no one was even nominally liable to pay anything to the bank on 
account of it. 

The second of the two most important defects was the failure on the part o*. 
many of the incoi-porators, stockholders and officials to understand the real function 
of a bank. They seem not to have known that a bank is an aid to business and 
cannot exist where there is no business. They rather regarded it as an institution 
issuing notes that in some mysterious way take the place of money. This mistake 
led to the establishment of many banks during the years of business speculation in 
places where there was no need of them. It was soon found that they could not 
nve, and many of them closed in a few years, inflicting heavy losses on their stock- 
holders, but doing no direct injury to the public. A few tried to protract a useless 
existence and ended in failure. 

The most interesting of the failures were those connected with speculators from 
other States, but it should be noticed that these speculators were not the first cause 
of any failure The four banks that failed under their management about 1840 and 
the Castine Bank in 1820, which seems to have been an earlier example of the same 
methods, were all in difficulties owing to the two defects already mentioned and 
appear to have accepted the offers of the si)eculators only as a last resort. The dis- 
gusted stockholders wanted to dispose of their stock before the banks failed and 
were glad to sell to any one who would buy. 

A fourth defect was the lack of adequate public knowledge of the state of the 
banks. Much of the ignorance was due to poor means of communication and of 
spreading news ; more was due to the lack of the modem close connection between 
the business affairs of distant places. A reading of early newspapers is enough to 
convince one that the people of one place cared little and knew less about the busi- 
ness of any other place. 

The fifth and last important defect was overissuing by bank officials. Nearly 
every year the commissioners reported several cases of excessive circulation. A few 
of these were deliberate attempts to violate the law, but most were accidental and 
temporary. Such overissues were bound to occur in the case of banks doing a large 
business, when the circulation was limited but not the number of printed notes that 
the bank might have on hand. Especially was this the case when the limit of cir- 
culation depended on so variable an item as the specie on hand. 

REMEDIES. 

None of these defects prevented the establishment of a banking system that was 
beneficial to the community and exceptionally safe to the public, and none of them 
is without a remedy. 

The chief defect, the absence of real capital, may be avoided by requiring the 
capital to be actually paid in in cash and by strict limitation of loans to shareholders 
secured only by stock. This is a remedy to be applied by legislation and inspection. 
It is so well underatood and so imiversally applied at present that no danger is to be 
feared from this cause in any present or future banking system. 

The second defect, the establishing of banks in small places where they are not 
needed, has been corrected by the spread of knowledge of the proper function of 
banks. The hazy ideas on the subject that possessed many intelligent men, such as 
those who planned the State Bank, would not be held now by any man with suf- 
ficient business knowledge and judgment to conduct a bank, banks are now 
regarded as just what they are— agencies to facilitate business transactions. 

The third defect, the danger from outside speculators, becomes very dight when 
the others have been done away with. Few healthy banks would ever die of this 
disease. It attacks only the moribund. What slight danger there might be could 
be amply guarded against by the watchfulness of inspectors. 

The fourth defect, lack of public knowledge and of interest on business affairs, 
needs no correction. It has disappeared. Modem business methods compel a 
knowledge of the conditions in other places, that makes impossible to^ay many of 
the schemes of fifty years ago. The requirement from each bank of frequent and 
detailed statements of its condition will guard against those schemes tlmt cannot 
readily be discovered and exposed by the public. 

The defect of official overissues can be, and generally is at present, remedied 
by making the limit of circulation fixed instead of variable and by taking care that 
no bank shall have more notes in its possession than it is authorized to issue. The 
best way of doing this is by government printing and registry of the notes. 
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APPENDIX. 

TABLE A. 
Statistics op Maine Banks. 
No official statistics of Maine banks before 1833 exist, 
tistics that can be found are unreliable. The following, 
1865, are compiled from the official reports. 



The few unofficial sta* 
covering the years lSit2- 





No, or 
Bahks. 


Capital. 


ClBCXTULTION. 




Loans Ain> 
Discounts.* 


SPBCOk 


Bills of 
Othsb 
Banks. 


1332 


18 


Si.sga^e-^o 


$835,408 


$566,224 


$2,789,352 


$198,487 


$41,618 
182,701 


1835 


89 


2,931,000 


1,358,914 


704,079 


4,359,874 


137,43il 


188d 


86 


8,785,000 


2,346,078 


1,402,145 


6,631,135 


207,765 


887,689 


1887 


66 


5,236,700 


1,912,418 


1,665,277 


7,821,028 


387, T 69 


866,606 


18330..... 


60 


4,984,000 


1,177,555 


626,806 


6,549,182 


271,981 


118,968 


1839 


60 


4,771,500 


1,909,097 


937,281 


6,913,471 


241,951 


170,806 


1840 


49 


4,671,500 


1,824,658 


669,199 


5,901,611 


195,699 


188,479 


1841 


47 


4,371,500 


1,754,390 


870,745 


5,820,792 


269,730 


a?788 


1843 


40 


3,414,000 


1,585,820 


792,598 


4,987,519 


183,861 


146,089 


1848.... 


40 


3,314,000 


1,106,261 


543,017 


4,4-^5,660 


175,301 


108,588 


1844 


85 


3,009,000 


1,606,663 


927,498 


4,279,331 


233,769 


189,888 


1845 


85 


3,009,000 


1,980,538 


1,116,©61 


4,785,313 


192,445 


817,487 


1846 


85 


3,009,000 


2,242,846 


1,215,538 


5,269,008 


262,237 


165,M7 


1847 


88 


2,834,000 


2,545,011 


1,647,811 


5,150,208 


472,776 


886,890 


1848 c.... 


81 


2,920,000 


2,315,521 


1,107.387 


5,189,088 


521,536 


ltt«858 


18496.... 


88 


3,098,000 


2,253,764 


1,119,252 


5,276,171 


339,231 


179,096 


18606 ... 


88 


3,248,000 


2,654,208 


1,223,671 


5,830,230 


475,589 


187,485 


18515.... 


89 


3,808,100 


3,195,753 


1,523,812 


"6,883,347 


010,651 


850,468 


1858c.... 


89 


8,923,000 


3,234,882 


1,525,627 


7,W2,461 


622,301 


• 884,864 


1858c.... 


46 


^ 4,615,580 


4,519,113 


1,974,769 


8,710,749 


936,968 


435,506 


1854 


60 


5,913,870 


5,317,750 


2,545,673 


11,166,519 


1,132,610 


865,490 


1865C.... 


70 


7,326,303 


6,057,297 


2,548,999 


12,770,181 


877,166 


869,796 


1856 


75 


7,899,794 


5,077,248 


2,115,202 


13,066,957 


753,085 


464,668 


1857 


76 


8,135,735 


4,641,646 


2,116,526 


13,277,621 


703,143 


875,816 


1858 


70 


7,614,200 


2,964,327 


1,743,939 


11,210,345 


615,441 


846,188 


1859 


68 


7,408,945 


3,886,539 


2,472,998 


11,815,127 


663,754 


878,804 


1860 


68 


7,506,890 


4,149,718 


2,499,138 


12,654,794 


670,980 


a2»*» 


1861 


71 


7,656,250 


4,313,005 


2,869.873 


13,406,295 


653,334 


808,707 


1868 


71 


7,970,650 


4,047,780 


3,307,028 


12,679,244 


710,393 


819,870 


1663 


60 


7,983,000 


6,488,478 


5,076,107 


13,658.172 


717,145 


637,107 


1864a.... 


6t 


7,15-3,900 


5,921,428 


5,399,741 


15,501,520 


676,674 


660,978 


1865 


48 


6,533,000 


4,459,495 


3,609,041 


11,820,668 


501,178 


614,191 



« Including stocks, etc. a, June ; 5, October ; c, May. Other dates, January 1. 



TABLE B. 
Banks Chartered in Maine. 



Date op 
Chabter. 


Name of Bank. 


Location. 


Capital. 


Date and Man^ieb 
OF Closure. 


1799 


Portland Bank 


Portland 


$300,000 


1815, liquidated 


1802 


Maine Bank 


Portland 


300,000 


1812. charter expired 


1802 


Lincoln and Kennebec Bank 


Wlscasset 


200,000 


1812, charter expired 


1803 


Sa<;o Bank 


Saco 


100,000 


1812, rechartered ; char- 
ter exDlred, 1831 


1804 


Hallowell and Augusta Bank 


Hallowell 


200.000 


1820, failed 


1806 


Penobscot Bank 


Bucksport 


150.000 


1811, failed 


1812 


Bath Bank 


Bath 


100.000 


1831, charter expired 


1812 


Cumberland Bank 


Portland 


300.000 


1831, charter expired 


1S12 


Kennebec Bank 


Augusta 


100.000 


1820, failed 


1812 


Wlscasset Bank 


Wlscasset 


250,000 


1820, failed 


1813 


Kennebunk Bank 


Kennebunkport 


120.000 


1831, liquidatea 


1813 


Lincoln Bank 


Bath 


100,000 


1865, National Bank 


1814 


Augusta Bank 


Augusta 


100,000 


1864, liquidated 


1814 


Bangor Bank 


Bangor 


lffO,000 


Not organized 


1814 


Gardiner Bank 


Gardiner 


100.000 


1805, National Bank 


1S14 


Waterville Bank 


Waterville 


100.000 


1831, charter expired 


1815 


Gastlne Bank 


Castine 


100,000 


1820, failed 


1815 


Commercial Bank 


Portland 




Not organized 


1817 


Bangor Bank 


Bangor 


100.000 


1831, charter expired 


1819 


Pa«Ramaq noddy Bank 


Ea«tport 


100,000 


1820, failed 


1810 


Bank of Portland 


T'ortland 


200,000 


1843, liquidated 


1822 


South Berwick Bank 


S. Berwick 


100,000 


Not organized 


1823 


South Berwick Bank 


H. Berwick 


50,000 


1865, National Bank 


1834 


Gasco Bank 


Portland 


WMo 


J^JQ^ational Bank 
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TABTiF. 


B.— Con^tntted. 






Date of 
Ghabteb. 


Name of Bank. 


Location. 


Capital. 


Date and Manneb 
OF Closube. 


1824 


WInthrop Batf 


WInthrop 
Portland 


$50,000 


1828, liquidated 


1825 


Bank of Maine 


100,000 


Not organized 


1825 


Belfast Bank 


Belfast 


50,000 


Not organized 


1825 


Canal Bank 


Portland 


800,000 


1865. National Bank 


1825 


Commercial Bank 


Hallowell 


100,000 


Not organized 


1825 


Manufacturers' Bank 


Saco 


100,000 


1865, National Bank 


1825 


Marine Bank 


Wiscasset 


50,000 


Not organized 


1825 


Oxford Bank 


Fryeburg 


50,000 


Not organized 


1825 


Somerset Bank 


Skowhegan 


50,000 


Not organized 


1825 


Merchants' Bank 


Portland 


150,000 


1865, National Bank 


1825 


Thomaston Bank 


Thotnaston 


50,000 


1865, National Bank 


1825 


Union Bank 


Brunswick 


50.000 


1848, liquidated 


1826 


YasBalborough Bank 


Vassalborough 


50,000 






became the Central Bank 


HaUowell 


50,000 


1847, charter expired 


1826 


Li verm ore Bank 


Li verm ore 


50,000 


Not organized 


1826 


North Yarmouth Bank 


N. Yarmouth 


50,000 


Not organized 


1826 


York Bank 


Kennebunk 


100,000 


Not organized 


1828 


Central Bank 


Augusta 
Hallowell 


50,000 


Not organized 


1829 


Franklin Bank 


50,000 


Not organized 


1831 


Bangor Commercial Bank 
Calais Bank 


Bangor 


50,000 


1840, liquidated 


1831 


Calais 


50,000 


1865, National Bank 


1831 


Maine Bank 


Portland 


100,000 


1843, liquidated 


1881 


York Bank 


Saco 


50,000 


1865, National Bank 


1831 


TIconic Bank 


WatervIUe 




1865, liquidated 


1832 


Commercial Bank 


Bath 


50.000 




1832 


Exchange Bank 


Portland 


100,000 


1840, liquidated 


1832 


Franklin Bank 


Gardiner 


50,000 


1847, charter expired 


1832 


Kenduskeag Bank 


Bangor 


50,000 


1847, charter expired 


1832 


Manufacturers'and Traders'Bank 


Portland 


100,000 


1865, National Ban^ 


1832 


Saco River Bank 


Salmon Falls 


50,000 


Not organized 


1832 


Waldo Bank 


Belfast 


50,000 


1888, liquidated 


1838 


Citizens' Bank 


Augusta 


60,(K)0 


1841, charter repealed 


1838 


Freeman's Bank 


Augusta 


60,000 


1864. National i an^ 


1833 


Mercantile B^^'^k 


Bangor 


100,01H) 


1857. charter expired 


1833 


Northern Bank 


Hallowell 


60,000 


1864, National Banc 


1838 


Showhegan Bank 


Skowhegan 


50,000 


1864, liquidated 


1833 


Washington County Bank 


Calais 


50,000 


Not organized 


1884 


Androscoggin Bank 


Topsham 


50,000 


1854, charter expired 


1834 


Bank of bangor 


Bangor 


100.000 


1847, charter expired 


1834 


Frontier Bank 


Eastport 


100,000 


Not organized 


1834 


Great Falls Bank 


Berwick 


60,000 


Not organized 


1885 


Bank of Cumberland 


Portland 


200.000 


1865, National Bank 


1885 


Washington County Bank 


Calais 


60,000 


1841. liquidated 


1885 


People's ijan& 


Bangor 


100,000 • 


1888, liquidated 


1885 


Mariners' Bank 


Wiscasset 


50,000 


1858, liquidated 


1885 


Eastern Eank 


Bangor 


100,000 


1878, Uquidated 


1835 


Stillwater Canal Bank 


Orono 


50,000 


1841,faUed 


1836 


Anson Bank 


Anson 


50,000 


Not organized 


1836 


Agricultural Bank 


Brewer 


50,000 


1841, faUed 


1836 


Belfast Bans 


Belfast 


60,000 


1865, National Hank 


1836 


Brunswick Bank 


Brunswick 


75,000 


1857, charter expired 


1836 


City i5ank 


Portland 


200,000 


1840, liquidated 


1836 


Damarlscotta Bank 


Damarlscotta 


50,000 


1888, liquidated 


1836 


Ellsworth Bank 


Ellsworth 


60,000 


Not organized 


1836 


Frankfort BanK 


Frankfort 


50,000 


1841. failed 


1835 


Frontier Bank 


Eastport 


100,000 


1865. National Bank 


1886 


Globe uank 


Bangor 


100,000 


1841. failed 


1836 


Granite Bank 


Augusta 


100.000 


1864. National Bank 


1886 


Lafayette Bank 


Bangor 


100,000 


1841, Uquidated 


1836 


Lime Rock Bank 


Rockland 


50,000 


1873, National Bank 


1836 


Machias Bank 


Machias 


75,000 


Not organized 


1836 


Medomak Bank 


Waldoboro 


50,000 


1865, National Bank 


1886 


Meguntlcook Bank 


Camden 


50.000 


1847, charter expired 


1«86 


Neguenbeag Bam 


Vassalborough 


50,000 


1843, liquidated 


1836 


Oxford Bank 


Fryeburg 


60,000 


Not organized 


1836 


Penobscot Bank 


Bangor 


100.000 


1888, Uquidated 


1836 


St. Croix Bank 


Calais 


50.000 


1842, liquidated 


1836 


Bank of Westbrook 


Westbrook 


50,000 


1847, charter expired 


1886 


Sagadahoc Banc 


Bath 


,50,000 


1865, National Ban ^ 


1846 


Merchants' Bank of Bangor 


Bangor 


150,000 


Not organized 


1847 


biddeford Bank 


Biddeford 


100,000 


1865, National Bank 


1847 


Kendusxeag Bank of Bangor 


Bangor 


100,000 


1864, Uquidated 


1847 


Lewlston Falls Banic 


Lewiston 


50,000 


Not organized 


1847 


Megunticook Bank 


Camden 


60,000 


Not organized 


1848 


East Thomaston Bank 


E. Thomaston 


60,000 


Not organized 


1848 


Lewiston Falls Bank 


Lewiston 


60,000 


Not organized 


1848 


Neptune Bank 


Gardiner 


75,000 


Not organized 


1848 


Yeazle Bank 


Bangor 


200.000 


1878, National Bank 


1849 


Ellsworth Bank 


Ellsworth 


50,000 


Not organized 


849 


Lumbermen's Bank 


Old town 


50,000 


Not organized 


1849 


Saco River Bank 


Buxton 


50,000 


Not organized 


1849 


Winthrop and Readtield Bank 


Winthrop 


50,000* 


Not organized 


1850 


Atlantic Bank 


Portland 


100,000 


1855, Uquidated 


1850 


Exchange Bank 


Bangor 


50,000 


1856. failed 
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TABLE B,^Continued. 



Date of 
Charter. 


Name of Bank. 


Location. 


Capital. 


Date and Manner 

OF Closure. 


1850 


Merchantf)' Bank 


Bangor 


$60,000 


1866. National Bank 


1850 


Union Bank 


Brunswick 


60,000 


1866. National Bank 


1850 


RichmoDd Bank 


Richmond 


50,000 


Not organized 


1860 


Watervllle Bank 


Watervllle 


60,000 


1866, National Bank 


ism 


Weakeag Bank 


S, Tbomaston 


50,000 


Not organized 


1851 


Ellsworth Bank 


Ellsworth 


60,000 


1856, liquidated 


1851 


Lewlston Falls Bank 


Lewiston 


100,000 


1864, National Bank 


1861 


Rockland Bank 


Rockland 


50,000 


1866^ National Bank 


1851 


Bank of the State of Maine 


Bangor 


250,000 


18647 National Bank 


ir^2 


Bowdoinbam Bank 


Bowdoinbam 


50,000 


Not organized 


1S52 


City Bank 


Batb 


50,000 


Not organized 


1852 


City Bank 


Bangor 
Gardiner 


50.000 


1857, charter expired 


1862 


CobboBsee Con tee Bank 


50.000 


1865, National Bank 


1852 




Tbomaston 


50.000 


1865. National Bank 


1852 


Bank of HaUowell 


Hallowell 


60.000 


1856, failed 


1862 


Lumbermen's Bank 


Oldtown 


60.000 


1865, liquidated 


1862 


Orono Bank 


Orono 


50,000 


1864, liquidated 


1852 


People's Bank changed to Marine 










Bank 


Damariscotta 


50,000 


1864, National Bank 


1862 


Richmond Bank 


Richmond 


60,000 


1865, liquidated 


1852 


Winthrop and Readdeld Bank 


Winthrop 


50,000 


Not organized 


1862 


Lewiston Falls Bank and Savings 










Institution 


Lewiston 


60,000 




1853 


China Bank 


China 


60,000 


1865. liquidated 


1853 


City Bank 


Bath 


125.000 


1868, charter expired 


1858 


Farmers' Bank 


Bangor 


60,000 


1867, charter expired 


1853 


Hancock Bank 


Ellsworth 


60.000 


1867, failed 


1853 


Macbiaa Bank 


Macbias 


50,000 


Not organized 


1853 


Maritime Bank 


Bangor 


75,000 


1867, charter expired 


1853 


Mount Waldo Bank 


Frankfort 


50,000 


Not organized 


1853 


North Anson Bank 


N, Anson 


50,000 


Not organized 


1853 


Oxford County Bank 


Paris 


50,000 


Not organized 


1858 


Sandy River Bank 


Farmington 


50.000 


1865. National Bank 


1868 


Searsport Bank 


Searsport 


50,000 


1867, charter expired 


1853 


Ship Builders' Bank 


Rockland 


100,000 


1855, failed 


1853 


Somerset Bank 


Skowhegan 


50,000 


Not organized 


1853 


Traders' Bank 


Bangor 


60,000 


1866, National Bank 


1853 


Waldoborough Bank 


Waldoborough 


50,000 


1865, National Bank 


1853 


Bank of Winthrop 


Winthrop 


50,000 


1864, National Bank 


1854 


American Bank 


Hallowell 


75,000 


1865. faUed 


1854 


Bucksport Bank 


Bucksport 


50.(100 


1866, National Bank 


1854 


Bank of Commerce 


Belfast 


75,000 


1867, charter expired 


1854 




Bangor 


75.000 


1857, failed 


1854 


Market Bank 


Bangor 


100,000 


1864. National Bank 


1854 


Mechanics' Bank 


Portland 


100,000 


1865. National Bank 


1854 


Mousam River Bank. 










changed to Sanford Bank 


Sanford 


60,000 


1861, failed 


1854 


New Castle Bank 


Newcastle 


50,000 


1865, National Bank 


1854 


North Bank 


Rockland 


50,000 


1877, National Bank 


1854 


Ocean Bank 


Kennebunk 


50,000 


1865, National Bank 


1854 


Bank of Somerset 


Skowhegan 


50.000 


1864, liquidated 


1854 


State Bank 


Augusta 


50,000 


1864, liquidated 


1855 


Alfi-ed Bank 


Alfred 


50,000 


1865. liquidated 


1856 


Canton Bank 


China 


50,000 


1856, failed 


1855 


City Bank 


Biddeford 


l(tO,000 


Not organized 


1855 


Bath Bank 


Bath 




1864. National Bank 


1855 


Danville Bank, 






1864, National Bank 




changed to Auburn Bank 


Auburn 


50,000 




1855 


Fairffeld Bank 


FairSeld 


50,000 


Not organized 


1865 


Oakland Bank 


Gardiner 


50,000 


1865, National Bank 


1865 


People's Bank 


Watervllle 


60,000 


1865, National Bank 


1855 


West Buxton Bank 


' Buxton 


50,000 


Not organized 


1856 


Atlantic Bank 


Portland 


100,000 


1860, Uquldated 


1856 


Bank of Enterprise 


Richmond 


50,000 


Not organized 


1856 


City Bank 


Biddeford 


60.000 


1865, National Bank 


1856 


Fairfield Bank 


Fairfield 


50,000 


Not organized 


1856 


Nezinscot Bank 


Buckffeld 


50,000 


Not organized 


1856 


Village Bank 


Bowdoinbam 


50.000 


1865, National Bank 


1857 


Central Bank 


Gray Corner 


50.000 


Not organized 


1857 


Long Reach Bank 


Bath 


100,000 


1864, liquidated 


1857 


Lowell Bank 


Lewiston 


ioo,<m 


Not organized 


1857 


Maine ank 


Brunswick 


75,000 


1864, National Bank 


1857 


Norombega Bank 


Bangor 


100.000 


I860, liquidated 


1857 


Pejepscot Bank 


Brunswick 


75,000 


1865, National Bank 


1857 


Penobscot River Bank 


Bangor 


100,000 


Not organized 


1858 


Wawenock Bank 


Wiscasset 


60,000 


Not organized 


1859 


Camden Bank 


Camden 


50,000 


Not organized 


1859 


Franklin Bank 


Phillips 


50,000 


Not organized 


185» 


International Bank 


Portland 


250,000 


1864, National Bank 


1859 


Mercantile Bank 


Bangor 


60,000 


1876, liquidated 


1859 


Wawenock Bank 


Wiscasset 


60,000 


Not organized 


1860 


North Berwlc Bank 


N. Berwick 


60,000 


1865, National Bank 


1861 


Lincoln County Bank 


Wiscasset 


50.000 


Not organized 
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OVA HfOlVBY— AS IT AS. 

INTRODUCTION. 

Our currency system, as it exists to-day, is like one of those old country man- 
sions which has been so altered in the course of generations that of the original 
structure but little can be recognized. Here a wing has been added, and there a 
window put in; here a roof raised, and there a chimney torn down; each change 
being made in obedience to the fashion of the time or to suit the taste or convenience 
of the temporary owner, without much regard to its effect upon the rest of the 
building. 

The result may be picturesque, but it is hardly consistent and harmonious, and 
a lack of symmetry, which is all very well in a country house, is apt to make a cur- 
rency system confusing, to say the least. 

As money is a thing which affects every member of a community, and from 
whose influence ncme can escape, it is of particular importance that the laws and 
customs which regulate it should be clearly understood by all, so that possible 
defects in the system may be quickly recognized and corrections intelligently ap- 
plied. 

Now, as a means to this clearer understanding, an attempt is here made to 
separately examine our different kinds of money and briefly trace their history, 
showing the position occupied by each and the relation of the various parts to each 
other. 

Although the new Act of March 14. 1900. will greatly help to systematize and 
strengthen our currency, there may still be room for improvement. But bef oi*e de- 
ciding what our money should be, we ought know what it i8. 

Note. — For the information contained in tlie follo\ving pa^^es we are e«i>eeially indebted to United 
States Government ReportH and to M. L. Muhleman's " Money of the United States." 
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The official statemenU of the general stock of currency which are issued from 
time to time by the Treasury Department are in the following form : 

CIRCCLATION STATEMENT.— APRIL 1. 1900. 



General Stock of 
Money in the 
United States. 



t Held in Treas. 

as Aasets of 
the Government. 



Money in Cir- 
culation. 



Gold coin (including bullion In Treasury).... 

tGold certificates 

Standard silver dollars 

tSIlver certificates 

Subsidiary silver 

Treasury notes of 1890 

United States notes 

♦Currency certificates, Act of June *, lb72 

National Bank notes 



$1,084,208,618 



4^.820.098 



$248,858,064 
8.678,890" 



79.715,204 
85.875.000 
846.681.016 



6,878.882 

724.941 

9.548,872 



2n,084.888 



8.876,714 



$612,202,698 
173.642,861 

69.098.949 
408,043.859 

74.341,322 

84.650.069 
822,802.644 

14,835.000 
267.157,624 



Total.. 



$2,297,829,869 



$276,665,868 



$2,021,274,506 



Population of the United States April 1, 1900, Estimated at 77^5,000; Circulation per Capita, $26.12. 

XFoT redemption of outstanding certificates an exact equivalent in amount of the appropriate 
kinds of money is held in the Treasury, and it is not Included In the account of money held as assets 
of the Government. 

tThis statement of money held In the Treasury as assets of the Government does not Include 
deposits of public money in National Bank Depositaries to the credit of the Treasurer of the United 
States, and amounting to $104,566,700. For a full statement of assets see Public Debt Statement. 

In this are included all the kinds of money which at present circulate in the 
United States, except the nickel five-cent piece and the bronze cent, which are 
called "minor coins."* 

It will be well to treat these elements, in general, in historical order, except 
that the subsidiary or fractional silver and the minor coins, which are legal tender 
only in limited amounts and used in the lesser operations of trade, will be con- 
sidered last. 

The order then, is as follows : 1. Gold coin; 2. Gtold certificates; 3. United 
States notes, or "Greenbacks;" 4. Currency certificates; 5. National Bank notes; 
6. Silver dollars; 7. Silver certificates; 8. Treasury notes of 1890; 9. Subsidiary 
silver; 10. Minor coins. 

As frequent reference is made to the weight and material of the different coins, 
it should be remembered that in measuring the quantity of the precious metals troy 
weight is used, in which— 

24 grains — 1 pennyweight. 

20 penny weights, or 480 grains — 1 ounce. 

12 ounces, or 5,760 grains ■■ 1 pound. 

(The ordinary •' Avoirdupois " pound contains 7,000 grains.) 

"Fine" gold or silver is the pure metal, and by "fineness" is meant the pror 
portion of pure metal in the coin. Thus, ".9 fine" means that nine-tenths, by 
weight, of the coin is pure gold or silver and one-tenth "alloy," which is baser 
metal added for the purpose of making the coin harder and more durable. 

" Standard " gold or silver is the precious metal mixed with allo^r. 

" Specie " means coin, or, in a narrower sense, gold and silver coin. 

" Bullion " is uncoined gold or silver, in bars or in mass. 

Currency is said to be made a " legal tender " when it is declared by govern- 
ment enactment to be lawful money for the payment of all debts and dues. 

A " token " coin is one whose intrinsic value is not equal to its nominal value 
and which is legal tender in only limited amounts. 

THE STANDARD OF VALUE. 

The Act of March 14, 1900, establishes the gold dollar, containing 25.8 grains 
nine-tenths fine (28.22 grains of pure gold), as the standard unit of value, and declares 
it to be the duty of the Secretary of the Treasury to maintain fdl other forms of 
money issued or coined by the United States at a parity with this standard. 

Section 3 provides that nothing in the act shall be construed to affect the legal 
tender quality of the silver dollar or of any other United States money :t 

Be it enacted, etc.: Section 1. That the dollar consisting of twenty-flve and eight-tenths 

grains of gold nine-tenthn fine, as established by Section 3,5 1 of the Revised Statutes of the United 
tates, shall be the standard unit of yalue, and all forms of money issued or coined by the United 

*Bank deposits (transferred by means of checks and drafts) which now occupy a most important 
place In our currency system, are not included here because they are not officially recognised and 
because that branch of the subject has been very fully covered in another publication (Sound Cub- 
BENOT, October. 1899). 

tThe more important laws are given, verbatim. In small type. 
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States shall be maintained at a parity of value with thkt standard, and it shall be the duty of the 
Secretary of the Treasury to maintain such parity. 

Sec. 8. That nothing contained in this act shall be construed to affect the legal tender quality as 
now provided by law of the silver dollar, or of any other money coined or Issued by the United States. 

GOLD COIN. 
The weight and fineness of our gold coins have been unchanged since 1837, but 
the act of that year made such a slight alteration in the one of Jnne 28, 1834, that 
the latter is given as the foundation of our present gold coinage : 

Be it enacted, ete.. That the gold coins of the United States shall contain the following quanti- 
ties of metal, that is to say : each eagle shall contain 232 grains of pure gold and 258 grains of standard 
^Id; each half eagle 116 grains of pure gold and )29 grains of standard gold ; each quarter eagle shall 
contain 58 grains of pure gold and 64H grains of standard gold ; every such eagle shall be of the value 
of ten dollars : every such half eagle shall be of the value of five dollars ; and ever>' such quarter eagle 
ahall be of the value of two dollars and fifty cents; and the said gold coins shall be receivable in aU 
payments when of full weight according to their respective values ; and when of less than full weight, 
at less values, proportioned to their respective actual weights. 

By this act the amount of pure gold in an eagle ($10) was fijced at 232 grains, 
and the ''standard " gold at 258 grains. The fineness, theaefore, was {{} or .899225. 
The section of the Act of January 18, 1837, which altered this was as follows ; 

Sec. ft. And he it further e^incted. That the standard for both gold and silver coins of the 
United States shall hereafter be such, that of one thousand parts by we^ht, nine hundred shall be of 
pure metal and one hundred of alloy. 

This merely changed the fineness a trifle to .900, and as the weight of standard 
gold in an eagle was still 258 grainc, the pure gold now weighed nine-tenths of 258, 
or 2^.2 grains. Since then the gold eagle, half-eagle and quarter-eagle have 
remained unchanged in weight and fineness to the present day. 

By the Act of March 3, 1849, the coinage of the doubk^-eagle, or twenty-dollar 

fold piece, and the one-dollar gold piece was authorized ; and oy that of February 
1, 1853, a three-dollar piece— all of the same fineness and proportional weight as 
the coins previously authorized. 

The general coinage revision Act of February 12, 1873, and the Revised Statutes 
of 1874, made no changes in the legislation respecting gold coinage ; but by the act 
of September 26, 1890, the coinage of the three-dollar gold piece and the one-dollar 
gold piece was discontinued ; so that now our gold coins are of the denominations of 
twenty, ten, dve and two-and-a-half dollars. They are a legal tender in all jjay- 
ments in unlimited amoimts, when not below the standard weight and limit of 
tolerance.* Since January 14, 1875, no charge has been made for converting stand- 
ard gold bullion into coin. The stock of gold coin in the country (including gold 
bullion in the Treasury) on April 1, 1900, was estimated at $1,034,203,613. 

GOLD CERTIFICATES. 
As gold coin is beavy and inconvenient to handle, particularly in large amounts, 
the Secretary of the Treasury is authorized to receive deposits of gold coin in sums of 
not less than twenty dollars at the U. S. Treasury or sub-treasuries, and to issue 
certificates therefor in denominations of not less than $20, provided that one-fourth 
of the outstanding certificates shall be in denominations of $50 or less. Whenever the 
gold in the reserve fund falls below $100,000,000, the issue of certificates 8?ia/2 be sus- 
pended, and whenever the amount of United States notes and silver certificates in 
the general fund of the Treasury exceeds $60,000,000, the issue may be suspended. 
These certificates are essentially receipts which show that so many dollars in gold 
coin have been deposited with the Treasurer of the United States, and that the hmder 
of the certificate is entitled to receive them on demand. Gold certificates are now 
issued under the Act of March 14, 1900, as follows: 

Sec. 6. That the Secretary of the Treasury is hereby authorized and directed to receive deposits 
of gold coin with the Treasurer or any Assistant Treasurer of the United States In sums of not less 
than $20, and to issue gold certificates therefor in denominations of not less than $20, and the coin so 
deposited shall be retained In the Treasury and held lor the payment of such cerflflcates on demand, 
and used for no other puroose. Such certificates shall be receivable for customs, taxes, and all public 
dues, and when so received may be reissued, and when held by any National banking association may 
be counted as a part of its lawful reserve ; 

Provided, that whenever and so long as the gold coin held in the reserve fund in the Treasury for 
the redemption of United States notes and Treasury notes shall fall and remain below $100,000,000 the 
authority to issue certificates as herein provided shall be suspended: and prov1de<l, further, that when< 
ever and so long as the aggregate amount of United States notes and silver certificates In the general 
fund of the Treasury shall exceed $60,000,000 the Secretary of the Treasurj' may. In his discretion, sus- 
pend the issue of the certificates herein provided for; 

And provided further, that of the amount of such outstanding certificates one-fourth at least 
«hall be In denominations of $60 or less. 

And provided further,,that the Secretary of the Treasury may, in his discretion, issue such cer- 
tificates in denominations of $10,000, payable to order. 

Certificates payable to bearer are issued in denominations of $20, $50, $100, 
$500, $1,000, $5,000 and $10,000. Certificates pajrable to order, in the denomina- 
tions of $10,000 only, may be issued. Gold certificates are not a legal tender. 

• The "tolerance " mentioned hero means the weight which a coin can lose without ceasing to 
be receivable by the Government at Its nominal value. 
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The amount of gold cei*tificates outstanding on March 31, 1900, was $210,757,- 
779 ; and of this total sum, $74,408,979 was in denominations of $50 and $20, well 
above the legal minimum of one-quarter. 

UNITED STATES NOTES, COMMONLY CALLED ** GREENBACKS." 

At the beginning of the Civil War, in 1861, the cui*rency of the United States 
consisted of gold coin, subsidiary silver, minor coin and State bank notes. 

The amount of gold coin in the United States on July 1, 1861, was about $250,- 
000,000 and of State bank-notes about $202,000,000. 

In December, 1861, the report of Mr. Chase, Secretary of the Treasury, was 
submitted to Congress— suggesting an issue of United States notes but recom- 
mending as preferable a system or bank circulation based on United States bonds. 

This report was referred to the Committee on Ways and Means in the House 
of Representatives, where one of the members (E. G. Spaulding) drew a bill provid- 
ing for an issue of Treasury demand notes to be a "legal tender in payment of 
all del>ts, public and private." This bill was strongly opposed in the Committee, 
but by a bare majority of one it was reported favorably to the House. Here it pro- 
voked a long discussion ; and a contemplation of the debate in the House as weU as 
in the Senate shows with what serious misgiving both the wisdom and propriety of 
the bill were regarded. 

The Secretary of the Treasury wrote to Mr. Spaulding, urging the mssage of 
the bill on the ground of necessity, and pleading the pressing needs of the Treasury, 

Finally the bill was passed by Congress in a form which provided for the issue, 
on the credit of the United States, of $150,000,000 of United States notes, not bear- 
ing interest, payable to bearer in denominations of not less than $5. These notes 
were to be a legal tender in payment of all debts, public and private except duties 
on imports and interest on the Government debt. The essential parts of this act are 
here given : 

Act of February 25,1H6^-'Ad act to aathorize the issue of United States Notes, and for the redetnptiom 
or funding tbe boating debt of the United States. 
Be it enacted, etc.. That the Secretary of the Treanury i« hereby authorised to insue, on tlM 
credit of the United States, $15O,000,(XO of the United States notes, not bearing interest, payable to 
bearer, at the Treasury of the United States, and of such denominations as he may deem expedient, 
not less than fire dollars each : Provided, however. That f 5u,U00,000 of said notes shall be in lieu of tlie 
demand Treasury notes authorised to be Issued by the act of July 17. 1861 ; which said demand notes 
shall be taken up as rapidly as practicable, and the notes herein provided for substituted for them : 
And provided further. That the amount of the two kinds of notes together shall at no time exceed the 
sum of f l.->0,UOO,iOU, and such notes herein authorised shall be receivable in payment of all taxes. Internal 
duties, excises, debts and demands of every kind due to the United States, except duties on imports, 
and of all claims and demands against the United States of every kind whatsoever except for interest 
upon bonds and notes, which shall be paid in coin, and shall also be lawftil money and a legal tenderia 
payment of all debts public and private within the United States, except duties on Imports and interest 
a« aforesaid. • • • And such United States notes shall be received the same as coin, at their par 
value. In payment for any loans that may be hereafter sold or negotiated by the Secretary of the Treaa- 
ury, and may be reissued from time to time as the exigencies of the public interest shall require. 

As has been said before, this act was not passed without a severe struggle. 
There was serious question both as to the constitutionality and expediency of the 
measure. But the crying needs of the Treasury and the feeling that anything was 
justifiable which would help to bring the war to a successful termination finally 
managed to put it through. It was, however, regarded as essentially a war meas- 
ure, and it was hoped and believed that when the war ended these notes would be 
retired as fast as possible. 

But only a very few months had gone by before another act was passed, author- 
izing the issue of another $150,000,000 of these notes, which were, and still are, pop- 
ularly known as " greenbacks." By this Act of July 11, 1862, the Secretary of the 
Treasury is — 

"authorised to issue, in addition to the amounts heretofore authorised, on the credit of the United 
States, >150,000,000 of United States notes, not bearing interest, payable to bearer at the Treasury of 
the United States, and of such denominations as he may d«*em expedient: Provided, that no notes 
shall be issued for the fractional part of a dollar, smd not more than $85,000,000 shall be of lower 
denominations than five dollars ; and such notes • ♦ • shall be lawful money and a legal tender in 
payment of all debts, public and private, within the United States, except duties on imports and inter- 
est, as aforesaid." 

The preceding act had forbidden the issue of notes less than $5, but this one 
allowed not more than $35,000,000 in lower denominations. 

Early in the next year the Treasury's funds had again itm so low that Ck)ngress 
authorized the issue of a third lot of $150,000,000 of greenbacks, by the Act of 
March 8, 1863. 

So $450,000,000 of these United States legal-tender notes were authorized alto- 
gether. The greatest amount outstanding at any one time was on January 3, 1864, 
when it reached $449,888,902. 

By the Act of June 80, 1864, it was provided that the total amount of United 
States notes, issued or to be issued, should never exceed $400,000,000, ''and such 
additional sum, not exceeding $50,000,000, as may be temporarily required for the 
redemption of temporary loan." 

uigitizea Dy VjOOQIC 



OUR M0NET--A8 11 IS, 



By the Act ot April 12, 1866, the Secretary of the Treasury, then Mr. McCul- 
loch, was anthorized to redeem United States notes by exchanging them for bonds, 
" provided, that of United StAtes notes not more than $10,000,000, may be retired 
and canceled within six months from the passage of this act, and thereafter not 
more than $4,000,000 in u,^y one month." The amount outstanding had been 
reduced to $356,000,000, when, by the Act of February 4, 1868, which became a law 
without the President's approval, the retirement of greenbacks was suspended. 

On the 18th of March, 1869, under the title *' An act to strengthen the public 
credit," it was declared -'that the faith of the United States is solemnly pledged to 
the payment in coin or its equivalent of all the obligations of the United States,' 
except in cases where the law authorizing the issue of any such obligation had ex- 
pressly provided that the same may be paid in lawful money or other currency than 
gold and silver. And by the same act a pledge was given " to make provision at the 
earliest practicable period for the redemption of the United States notes in coin." 

During the panic of 1878, the Treasury issued about $26,000,000 of greenbacks, 
which, having been redeemed under the earlier acts, had never been canceled and 
destroyed, bringing the total amount up to something over $383,000,000, and in the 
spring of 1874 a bill passed Congress authorizing an increase of greenbacks to $400,- 
000.000. But this was vetoed by President Grant, and by the Act of June 20, 1874, 
the amount was fixed at $382,000,000. 

Resumption op Specie Payments. 
The Act of January 14, 1875, entitled *' An Act to provide for the resumption of 
specie payments," after removing the previously existing limitations of the aggre- 
gate amount of national bank notes, and providing for the organization of new 
banking associations, and for the retirement of United States notes in excess of 
§800,000,000, goes onto say that on and after January 1, 1879, the Secretary of the 
Treasury shall redeem, in coin, the United States notes then outstanding, on their 
presentation for redemption at the sub-treasury in New York, in sums of not less 
than $50. This part of the act* reads as follows : 

On and after the firnt day of January, Anno Domini, 1879, the Secretary of the Treasury 
Bhall redeem, in coin, the United States le^al-tender notes then outstanding, on their presentation for 
redemption at the office of the Assistant Treasurer of the United States In the City of New York,* in 
Bums of not less than 150. And to enable the Secretary of the Treasury to prepare and provide forthe 
redemption In this act authorized or required, he is authorised to use any surplus revenues, from time 
to time. In the Treasury not otherwise appropriated, and to Issue, sell and dispose of, at not less than 
par, in coin, either of the descriptions of bonds of the United States described In the act of Ck)ngrress 
approved July 14, 1870, entitled 'An act to authorise the refunding ot the national debt,' with like 
qualities, privileges and exemptions, to the extent necessary to carry this act into full effect, and to 
use the proceeds thereof for the purposes aforesaid. And all provisions of law inconsistent with the 
provisions of this act are hereby repealed. 

The Secretary of the Treasury, in compliance with this act, accumulated during 
1877 and 1878 some $92,000,000 in gold by the sale of 4 per cent and 4^ per cent bonds, 
and about $41,000,()00, additional from the surplus revenues. Thus fortified, the 
Treasury was able to carry out the provisions of the "Resumption Act," requiring 
the redemption of the United States notes in coin, on and after January 1, 1879, and 
upon that date the greenbacks passed almost unnoticed from the ranks of irredeem- 
able paper to the position of a convertible currency. Since January 1, 1879, the notes 
have always been redeemed in gold coin whenever presented at the Sub-treasury in 
New York, and since March 8, 1887, at San Francisco as well. 

Reissue op Redeemed Notes. 
But, in the meantime, the retirement of United States notes in excess of $300,- 
000,000 went on until it was forbidden by the following Act of May 31, 1878, which 
directed that when any notes were received into the Treasury in any way, they must 
be re-issued and kept in circulation : 

Be it enacted, etc.. That from and after the passage of this ac"- it shall not be lawful for the 
Secretary of the Treasury or other officer under him to cancel or retire any more of the United States 
legal-tender notes. And when any of said notes may be redeemed or be received into the Treasury 
under any law from any source whatever and shall belong? to the United States, they shall not be re- 
tired, canceled or destroyed, but tbej' shall be reissued and paid out again and kept in circulation : 
Provided, That nothing herein shall prohibit the cancellation and destruction of mutilated notes and 
the issue of other notes of like denomination in their stead, as now provided by law. 

All acts and parts of acts in conflict herewith are hereby repealed. 

On that day the amount outstanding was $846,681,016, and it has remained at 
that figure ever since. 

A permanent gold fund for the redemption of United States notes was indi- 
rectly established by section 12 of the Act of July 12, 1882, which provided **that 
the Secretary of the Treasury shall suspend the issue of gold certificates whenever 
the amount of gold coin and gold bullion in the Treasury reserved fpr the redemp- 
tion of United States notes falls below $100,000,000." 

♦ By the Act of March 3, 1887, it was provided that notes might also be redeemed at San 
Francisco. 
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Denominations of United States Notes. 

Section- 8,571 of the Revised Statutes says that ** United States notes shall 
be of such denominations not less than $1 as the Secretary of the Treasury may 
prescribe." They have heretofore been regularly issued in denominations of $1 , $2, 
$5, $10, $20, $50, $100, $500 and $1,000. 

Up to 1890 the Secretary of the Treasury was allowed full discretion as to the 
denominations in which they should be issued ; but in that year, because the 
Treasury Department was steadily retiring the smaller United States notes and 
issuing large denominations instead in order to make a place in the circulation for 
the stream of silver dollars and small silver certificates then being issued, Congress 
provided in connection with its appropriation for the Bureau of Engraving and 
Printing that— 

No portion of this Bum shall be expended for printing United States notes of a larger denomina-, 
tlon than those canceled or retired. 

1 his, and similar provisions in subsequent appropriation acts have prevented 
this substitution of larger denominations of U. S. notes for smaller ones. But the 
new currency law of March 14, 1900, not only permits but requires this to be done as 
rapidly as larjre silver certificates are replaced by smaller ones, in the following 
words : 

Sec. 7. • • • Silver certificates of higher denomination than flO, except as herein provided* 
shall, whenever received at the Treasury or redeemed, be retired and canceled, and certificates of de- 
nominations of $10 or less shall be substituted therefor, and after such substitution, in whole or in 
part, a like volume of United States notes of less denomination than $10 shall from time to time be 
retired and canceled, and notes of denominations of f 10 and upward shall be reissued in substitution 
therefor, with like qualities and restrictions as those retired and canceled. 

So that when this substitution has been completed, there will be no United 
States notes of lower denominations than $10. 

On March 81. 1900, there were about $87,681,016 of ones, twos and fives out- 
standing, and $259,000,000 of higher denominations. 

The redemption of United States notes will be taken up later, under a separate 
heading. 

CURRENCY CERTIFICATES. 

In order to relieve the banks of the trouble of taking care of a quantity of small 
greenbacks, it was provided by the Act of June 8, 1872, (Revised Statutes, Section 
5,198) that the Secretary of the Treasury might receive United States notes on 
deposit, without interest, from any national banking association, in sums of not less 
than $10,000, and issue certificates therefor in such foi-m as he may prescribe, in 
denominations of not less than {:)5,000, and payable on demand in United States 
notes at the place where the deposits were made. 

By the last paragraph of section 6 of the Act of March 14, 1900, the further 
issue of currency certificates is stopped. Those already issued are not le^al tender. 
The amount outstanding on March 81, 19C0, $14,645,000, is rapidly diminishing. 

NATIONAL BANK NOTES. 

After the charter of the Second Bank of the United States had expired in 1886, cir- 
culating notes were for many years issued only by banks chartered by the several 
States, until the establishment of the national banking system in lb63 and 1864. 

The credit of the United States had been so impaired by the continuance of the 
Civil War, that it became extremely difficult to dispose of Government bonds, and 
it was largely with a view to creating a demand for them that laws were passed 
providing for the establishment of ''national banking associations,*' which might 
issue circulating notes, '* secured by a pledge of United States bonds." 

The first of these laws was that of February 25, 1868, but being found defective, 
it was superseded by the Act of June 3, 1864, which is the basis of our national 
banking system, and is known as the ''National Bank Act." 

Changes have been made from time to time, the most recent being those effected 
by the Act of March 14, 1900, which allows banks with a capital of only $25,000 to 
be organized in places whose population does not exceed 8,000; which permits banks 
to issue notes up to the par value of bonds deposited; and which reduces the tax 
upon circulating notes secured by the new 2 per cent bonds. 

The essential features of the system, as it exists to-day, are the following : 

ORGANIZATIOX AND CAPITAL. 

National Banking Associations may be formed, for a period of twenty years, by 
any number of persons not less than five. No bank can be organized with a less 
capital than $100,000, except in places of not above 6,000 population, where banks 
of $50,000 capital are permitted, and in places of not over 3,000 population where 
banks of $25,000 capital are permitted. In cities of above 50,000 inhabitants, $200,- 
000 capital is required. One-half the capital must be paid in before business is 
commenced and the remainder within five months thereafter, uigmzea dv vjv^v^v i\^ 
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DEPOSIT OP BONDS. 

Each bank, before it can be authorized to commence business, must transfer 
and deliver to the Treasurer of the United States, as security for its circulating 
notes. United States registered bonds bearing interest, to an amount, where the cap- 
tal is $150,000 or less, of not less than one-fourth of the capital, and $50,000 where 
the capital is in excess of $150,000 (as amended by the Acts of June 20,1874, and July 
12, 1882). Each bank must have these minimum amounts of bonds on deposit with 
the Treasurer of the United States, whether it have any circulating notes outstand- 
ing or not. 

CIRCULATING NOTES. 

a. — Limit for each hank: 

Each bank may issue circulating notes up to the par value of United States 
bonds deposited with the Treasurer ; though, if the market value of these bonds 
falls below par, the Comptroller of the Currency may require additional deposits of 
bonds or of lawful money. But the amount of notes issued by a bank shall not 
exceed the amount of its capital stock actually paid in. 

Act of March 14. 1900, Sec. 12. Upon the deposit with the Treasurer of the United States, by any 
National banking association, of any bonds of the United States in the manner provided by existing 
law, such associations shall be entitled to receive from the Comptroller of the Currency circulating notes 
in blank, registered and countersigned as provided by law, equal in amount to the par value of the 
bonds so deposited ; and any National banking association now having bonds on deposit for the secur- 
ity of circulating notes, and upon which an amount of circulating notes has been issued less than the 
par value of the bonds, shall be entitled, upon due application to the Comptroller of the Currency, to re- 
ceive additional circulating notes in blank to an amount which will increase the circulating notes held 
by such association to the par value of the bonds deposited, such additional notes to be held and 
treated in the same way as circulating notes of National banking associations heretofore issued, and 
subject to all the provisions of law affecting such notes : 

Provided, that nothing herein contained shall be construed to modify or repeal the provisions of 
Section 5,167 of the Revised Statutes of the United States, authorizing the Comptroller of the Currency 
to require additional deposits of bonds or of lawful money in case the market value of the bonds held 
to secure the circulating notes shall fall below the par value of the circulating notes outstanding 
for which such bonds may be deposited as security ;••••• 

And provided further, that the total amount of such notes issued to any such association may 
equal at any time but shall not exceed the amount at such times of its capital stock actually paid in. 

b.— Withdrawal of circulation ; 

Act of July 12, 1882, Sec. 9. ** Any national banking association now organized 
or hereafter organized, desiring to withdraw its circulating notes, upon a deposit of 
lawful money with the Treasurer of the United States, is authorized to withdraw a 
proportionate amount of the bonds held as security for its circulating notes in the 
order of such deposits : Provided, That not more than $3,000,000 of lawful money 
shall be deposited during any calendar month for this purpose." 

c. — Agg egate amount unlimited : 

By section 3 of the Act of January 14, 1875, the aggregate amount of the circu- 
lating notes of national banking associations was made uulimited, except, of course, 
that it cannot be greater than the par value of all the United States bonds out- 
standing. 

d,~- Denomination 8 of notes : 

The Act of June 3, 1864, provided that after the resumption of specie x)ayments 
no notes of a less denomination than $5 were to be issued ; so that the present denom- 
inations are $5, $10, $20, $50, $100, 1500 and $1,000. 

But section 12 of the Act of March 14, 1900, provides that thereafter no bank 
shall issue more than one-third of its notes of the denomination of $5. 

Of the 3,604 national banks now issuing notes, more than 900 have plates only 
for $5 notes. This indicates that there will have to bo considerable shifting of cir- 
culation before the whole is adjusted to the new basis. As a whole, howrever, the 
circulation already comes withm this limit, there being now, March 31, 1900, only 
$78,760,515 in $5 notes out of a total of $271,034,337 outstanding circulation. 

e.^.Notes not a legal tender but receivable for public dues, exctpt duties on 
imports, and by other national banks: 

Act of June 8, 1864, {section 28 (Revised Statutes, sec. 51P2). — National bank notes shall be 
received at par in all parts of the United States In payment of taxes, excises, public lands and all 
other dues to the United States, except duties on imports; and also for all salaries and other debts 
and demands owing by "the United States to individuals, corporations and associations within the 
United States, except interest on the public debt, and in redemption ot the national currency. 

Sec. 82 (Revised Statutes, sec. 5196). — Every national banking association formed or existing 
under this title, shall take and receive at par, for any debt or liability to It, any and all notes or bills 
Issued by any lawfully organized national banking association. 

/. — Tax on circulation : Act of March 14, 1900, 

Sec. 13.— Every National banking association having on deposit, as provided by law. bonds 
of the United States bearing Interest at the rate of 2 per centum per annum, issued under the 
provisions of this act, to secure its circulating notes, shall pay to the Treasurer of the United States, 
In the months of January and July, a tax of one-fourth of 1 per centum each half year upon the aver- 
age amount of such of its notes In circulation as are ba«ed upon the deposit of said 2 per centum 
bonds: and such taxes shall be in lieu of existing taxes on its notes in circulation imposed by Section 
5,214 of the Revised Statutes, 

(which imposes a t8,x of one per cent per annum on circulating notes secured by all 
other kinds of U. S. bonds ) uigmzea Dy vjv/v^v iv 
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Banks must therefore pay a tax of one-half of 1 per cent per annum upon 
circulating notes secur . by the new 2 per cent bonds, while upon circulation 
secured by all other bonds the tax is 1 per cent per annum. 

This tax is imposed, not upon the amount of circulation received from the 
Comptroller of the Currency, but upon the average amount actually outstanding, not 
countii^ any held in the bank's tills or vaults. 

n, — t^ive per cent redemption fund deposited in the United States Tireasury, 
but hanks aUo required to redeem their notes at their own counters : 

Act of June 20, 1874, sec. 8. — " Everj asgoclation oreanlEed, or to be organized, under the pro- 
visions of the said act (" National Bank Act") and of the several acts amendatory thereof, shall at 
all times keep and have on deposit in the Treasury of the United States, in lawful money of the United 
States, a sum equal to five per centum of its circulation, to be held and used for the redemption of such 
circulation ; which sum shall be counted as part of its lawful reserve. And when the circulating notes 
of any such associations, assorted or unassorted, shall be presented for redemption, in sums of $1,000. 
or any multiple thereof, to the Treasurer of the United States, the same shall be redeemed In United 
States notes." — The banks, however, were also required to redeem their notes at their own counters, 
and the system of redemption agencies previously in force was abandoned. 

h,^The Comptroller may wll bonds df posited by failed banks to redeem their 
notes* The United States has also a first lien on the assets of failed banks. 

Beserves. 

Every national bank in certain cities, called " reserye cities," is required to have 
on hand at all times in * ' lawful money of the United States " (which includes all kinds 
now coined or issued in the country except national bank notes, subsidiary silver 
and minor coin), an amount equal to at least 25 per cent of its deposits; and banks 
in other places must have a 15 per cent reserve, three-fifths of which may consist 
of balances due them by the National banks in * reserve cities." 

One-half of the reserves in these * ' reserve cities " may also be deposited in national 
banks in the so-called "central reserve cities" which at present are New York, 
Chicago and St. Louis. By the Act of June 20, 1874, the redemption fund, equal to 
5 per cent of a bank's circulation, deposited in the Treasury of the United States, 
counts as part of its lawful reserve. 

Ten Per Cent Tax on State Bank Issues. 

In order to secure to the national banks a monojKjly of the note issues, a tax of 
ten per cent was imjKJsed upon the note issues of all other associations, which, of 
course, put a stop to the latter. This law, as amended by the Act of February 8, 
1875, provides : 

Sec. 19. That every person, firm, association other than national bank associations, and every 
corporation. State bank, or State banking association, shall pay a tax of ten per centum on the 
amount of their own notes used for circulation and paid out by them. 

Sec. 20. That every such person, firm, association, corporation. State bank or State banking 
association, and also everj' National banking association, shall pay a like tax of ten per centum on the 
amount of notes of any person, firm, association, other than a national banking association, or of any 
corporation. State bank, or State banking association, or of any town, city, or municipal corporar 
tion, used for circulation and paid out by them. 

System Secure and Uniform, But Not Elastic. 

Our national banking system has given us a bank currency which possesses the 
great merits of being tmiform all over the country and as secure as the Government 
currency in which it is redeemable. The security of the holder of a national bank 
note is guaranteed by an elaborate system of safeguards, chief among which is the 
deposit of United States bonds with the Treasurer of the United States. The 
uniformity of the currency is promoted by this feeling of security and is made more 
perfect by the fact that the bank notes are receivable by the United States Govern- 
ment and by all the national banks. 

But the system has failed to secure an elastic currency, which can readily 
respond to the varying demands of the country for a circulating meditun ; and the 
permanent issue of notes secured by United States bonds involves the perpetuation 
of the National debt. 

The following table shows that the amount of circulating notes has by no means 
kept pace with the increase in bank capital and deposits, though under the act of 
March 14, 1900, there will probably be a decided gain in circulation. 



Year. 
(About Jan. 1) 


No. of 
BankH. 


Capital. 


Individual 
DeposltH. 


Circulation.* 


1870 
1875 
1880 
l.s,s5 
1890 
1895 
1900 


1,615 
2.027 
2.052 
2.6G4 
3.326 
3,737 
3.602 


$426,074,954 
495..S02.4SI 
454.498.515 
524.089.065 
617.840.164 
666.271.045 
600.725.265 


$546,236,881 

682.846.607 

755,459.966 

987.649.055 

1,436,402.685 

1,695.489.346 

2,380.610.361 


$292,838,935 
331,193,159 
321,949,154 
280,197,043 
126,039.541 
169.337,071 
204,925.357 



♦The amount of circulation given here does not include the notes of insolvent banks, of those in 
Toluntary liquidation, or of those which have deposited legal-tender notes for the purpose of retiring 
their circulation. Uigitizea Dy ^^J^^v^^is^ 
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SILVER DOLLARS. 

The silver dollar has assumed real iinjKjrtance in onr monetary system only 
since 1878. 

Up to that time only about $8,000,000 had been coined, and after the change in 
the coinage laws in 1834, when silver was slightly undervalued with respect to gold, 
there were practically no silver dollars in circiilation. The Act of February 13, 
1873 — which, by the way, was not rushed through in secret, but, on the contrary, 
was fully and amply discussed — ^m omitting the silver dollar from our list of coins, 
simply registered in the form of a law what had been the custom of the country for 
nearly forty years. 

Not very long after the coinage of the silver dollar had been discontinued there 
-was considerable agitation to restore it to our monetary system. A free coinage 
bill passed the House of Representatives, was amended in the Senate, and finaUy 
A compromise measure, generally known as the Hland- Allison Act, was passed over 
President Hayes's veto, and became a law on February 28, 1878. 

'I'his act directed the Secretary of the Treasury to purchase not less than 
$2,000,000 worth of silver bullion per month and to coin it into " standard " dollars. 

Act of February 28, 1878— To authorize the coinage of the standard silver dollar and to restore its 

legal-tender character. 

Be it enacted, etc.. That there shall be coined, at the several mints of the United States, silver 
dollars of the weight of four hundred and twelve and a half grains troy of silver, as provided in the 
Act of January 18. i887, on which shall be the devices and superscriptions provided by said act ; which 
•coins, together with all sliver dollars heretofore coined by the United States, of like weight and fine- 
ness, shall be a legal tender at their nominal value, for all debts and dues public and private, except 
where otherwise expressly stipulated in the contract. And the Secretary of the Treasury is author- 
laed and directed to purchase from time to time, silver bullion, at the market price thereof, not less 
than $2,0(H»,000 worth per month, nor more than $4,000,000 worth per month, and caused the same to 
be coined monthly, as fast as so purchased, into such dollars ; and a sum sufficient to carry out the 
foregoing provision of this act is hereby appropriated out of any money in the Treasury not other- 
wise appropriated. And any gain or seigniorage arising from this coinage shall be accounted for and 
aid into the Treasury, as provided under existing laws relative to the subsidiary coinage: Provided^ 
'hat the amount of money at any one time invested in such silver bullion, exclusive of such resulting 
coin, shall not exceed $5,000,000. 

The Act of January 18, 1837, referred to here, fixed the fineness of both gold and 
silver coin at .900, and as the amount of fine silver in a dollar piece since the estab- 
lishment of a mint in 1792 had been 87 IJ grains, the weight of a ** standard " dollar 
(pure silver plus alloy) became 3714 X V = 412i grains, at which it has remained ever 
since. The weight ratio of the silver dollar to gold is 15.988. 

The seigniorage or gain to the Government arises from the circumstance that 
the weight of pure silver in a dollar piece (371 J grains) corresponds to a market price 
of $1.29-}- per ounce (480 grains), and so when the market piice is less than this the 
Oovemment can buy more than one ounce for $1.29, and can coin more than one dol- 
lar piece from a dollar's worth of bullion, even after making allowance for a loss or 
waste in coining. As a matter of fact, under the Act of 1878, the Government pur- 
chased 291,272,019 ounces of silver, costing $308,279,261, and from this mass of bul- 
lion there were coined 378,166,793 dollar pieces. The difference between the two 
last figures is nearly 70,000,000, which represents the seigniorage, in dollars. 

The history of the silver dollar will be continued under the head of Treasury 
Notes. 

SILVER CERTIFICATES. 

Section 3, of the Act of February 28, 1878. just given, authorizes the issue of 
silver certificates in denominations of not less than $10 to anyone depositing silver 
dollars with the United States Treasurer or assistant treasurers in sums of not less 
than $10: 

Any holder of the coin authorized by this act [silver dollars] may deposit the same with th« 
Treasurer, or any assistant treasurer of the United States, in sums not less than ten dollars, and re- 
ceive therefor certificates of not less than ten dollars each, corresponding with the denominations of 
the United States notes. The coin deposited for or representing the certificates shall be retained in the 
Treasury for the payment of the same on demand. Said certificates shall be receivable for customs, 
taxes, and all public dues, and when so received, may be reissued. 

The issue of silver certificates in denominations of $1, $2 and $5 was authorized 
by the Act of August 4, 1886. 

The Act of March 14, 1900, provides that hereafter silver certificates shall be 
issued only of denominations of $10 and under, except that. 10 per cent of their total 
volume may be of denominations of $20, $50 and $100. 

Sec. 7.— Hereafter silver certificates shall be Issued only of denominations of $10 and under, 
except that not exceeding In the aggregate 10 per centum of the total volume of said certificates, in the 
discretion of the Sef-retary of the Treasury, may be Issued In denominations of $20, $50, and $100; and 
silver certificates of higher denomination than $10, except as herein provided, shall whenever received 
at the Treasury or redeemed, be retired and canceled, and certificates of denominations of $10 or less 
shall be substituted therefor, and after such substitution, in whole or In part, a like volume of United 
States notes of less denomination than $10 shall from time to time be retired and canceled and notes 
of denominations of $10 and upward shaUbe reissued In substitution therefor, with like qualities and 
restrictions as those retired and canceled. 

So that hereafter silver certificates will be in denominations of $l^J^^5^nd 
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$10 only, except that 10 per cent of the total volnme may be in denominations of 
$20, $50 and $100. 

They are not legal tender. 

The amount outstanding on March 81, 1900, was $409,728,000; |811,510,150 in 
$1, 1^, $5 and |10 ; $95,887,850 in $20, $50 and $100 ; and $2,825,500 in $600 and $1,000. 

TREASURY NOTES OF 1890. 

The Law of 1878 did not have the effect hoped for by its advocates. It did not 
materially improve the position of silver, which continued to fall in v^ne. So the 
agitation was resumed, and, in 1890, what is usually called the Sherman Act was 
passed by Congress and received the approval of President Harrison on July 14th of 
thatyear. 

This act directed the Secretary of the Treasury to purchase silver bullion to the 
amount of 4,500,000 ounces per month, at its market price, and to issue Treasury 
notes in jwyment therefor. These notes were to be redeemable on demand in ann, 
and to be a UqaL tender in payment of all debts, except where otherwise expressly 
stipulated in the contract. 

Act of July 14, 189(^DirectiDg the purcbaae of silver bullion and the issue of Treasury notes tbereoD, 

and for other purposes. 

Be it enacted, etc.. That the Secretary of the Treasury is hereby directed to purchase, from time 
to time, silver bullion to the aggregate amount of 4,500,0u0 ounces, or so much thereof as may be offered 
In each month, at the market price thereof, not exceeding one dollar for three hundred and seventy-one- 
and twenty-five hundredths grains of pure silver, and to issue in paymeut of such purchases of silver 
bullion Treasury notes of the United States to be prepared by the Socretary of the Treasury, in such, 
form and of such denominations, not less than one dollar nor more than one thousand dollars, as he 
may prescribe, and a sum sufficient to carry Into effect the provisions of this act is hereby appropriated 
out of any money in Treasury not otherwise appropriated. 

"Sec. 2. That the Treasury notes issued in accordance with the provisions of this act shall be 
redeemable on demand, in coin, at the Treasury of the United States, or at the office of any assistant 
treasurer of the United States, and when so redeemed may be reissued ; but no greater or less amount 
of such notes shall be outstanding at any time than the cost of the silver bullion and the standard 
silver dollars coined therefrom, then held In the Treasury purchased by such notes; and such Treasury 
notes shall be a legal tender in payment of all debts, public and private, except where otherwise ex- 
pressly stipulated in the contract, and shall be receivable for customs, taxes, and all public dues, and 
when so received may be reissued ; and such notes, when held by any national banking association^ 
may be counted as a part of Its lawful reserve. That upon demand of the holder of any of the Treas- 
ury notes herein provided for the Secretary of the Treasury shall, under such regulations as he may 
preecTlbe, redeem such notes in gold or silver coin, at his discretion, it being the established policy of 
the United States to maintain the two metals on a parity with each other upon the present legal ratio , 
or such ratio as may be provided by law. 

"Sec. 8. That the Secretary of the Treasury shall each month coin two million ounces of the 
silver bullion purchased under the provisions of this act into standard silver dollars until the first day 
of July, 1891. and after that time he shall coin of the silver bullion purchased under the provisions of 
this act as much as may be necessary to provide for the redemption of the Treasury notes herein pro- 
vided for, and any gain or seigniorage arising from such coinage shall be accounted for and paid Inta 
the Treasury. 

" Sec. 5. That so much of the act of February 28, 1878, entitled " An act to authorl£e the colna.ge 
of the standard silver dollar and to restore Its legal tender character," as requires the monthly pur- 
chase and coinage of the same into silver dollars of not less than $2,000,000 nor more than $4,000,000 
worth of silver bullion, Is hereby repealed. 

*' Sec. 7. That this act shall take effect thirty days from and after its passage. 

Though these *' Treasury notes" were issued in payment for silver bullion, it 
was expressly provided that they should be redeemable in coin, either gold or sil- 
ver, nominally at the discretion of the Secretary of the Treasury, but reSlly at the 
discretion of the note holder, for if it were ** the established policy of the United 
States to maintain the two metals on a parity with each other upon the present 
legal ratio," the Secretary of the Treasury could not give a man silver when he asked 
for gold. 

These Treasury notes, then, resembled the United States notes (greenbacks) in 
being redeemable in geld or silver coin, and the issue of $155,931,000 of them wa» 
equivalent to the issue of a like amount of greenbacks in its effect upon the credit 
of the Government. 

Repeal op Silver PuRCHAsma Clause. 

The increased purchases of silver bullion under the Act of 1890 and the issue of 
coin notes in payment therefor caused a growing feeling of uneasiness in the busi- 
ness world wnich culminated in the panic of 1893. It was feared that the Govern- 
ment might not be able to maintain all its currency on an equality by continuing to 
freely exchange gold for paper and silver, and so gold was hoarded and the Govern- 
ment's stock of that metal sank lower and lower. In order to restore confidence it 
was necessary to stop the purchase of silver, for which purpose President Cleve- 
land called Congress together in special session on August 7, 1893. The House of 
Representatives on August 28 passed a bill repealing the purchase clause of the Act 
of 1890. but there was much obstruction in the Senate, and the bill did not pass 
that body until October 28. It was promptly signed by the President, and became 
a law on November 1, 1893. uigitizea Dy vj v/wv iv. 
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Coinage of Dollars and Seigniorage Thereon. 

Section 8 of the Act of 1890 directs the Secretary of the Treasnry, after July 1, 
1891, to coin into standard silver dollars as much of the bullion purchased under 
that act as may be necessary to redeem Treasury notes, ** and any gain or seignior- 
age arising from such coinage shall be paid into the Treasury." 

The Act of June 13, 1898, makes it mandatory upon the Secretary of the Treas- 
ury to coin at least $1,500,000 from this bullion every month : 

Sec. 84.— The Secretary of the Treasury Is hereby authorized and directed to coin Into standard 
silver dollars as rapidly as the public Interests may require, to an amount, howerer, of not less than 
f 1,500,0(K) in each month, all of the silver bullion now in the Treasury- purcha,sed in accordance with ^e 
provisions of the Act approved July 14, 1890, entitled *• An Act directing the purchase of sillver bullioii 
and the issue of Treasury notes thereon, and for other pui^oscs,*' and said dollars, when so coinedy 
shall be used and applied in the manner and for the purposes named in said Act. 

As an example of how the '* gain or seigniorage " may arise under these acts, 
let us suppose that the Secretary bought 1,000,000 ounces of silver at ninety cents 
an ounce, and issued Treasury notes to the amount of $900,000 in payment. Now, 
as was shown before, one ounce will make 1.29 dollar pieces, so 1,000,000 ounces can 
be coined into 1,290,000 dollars. But 900,000 dollars would be all that was legally, 
necessary to redeem the notes, and so the difference between $1,290,000 and $9OO,0W 
or $329,000, would be the Government's seigniorage, or profit, by the transaction. 

Under the act of 1890 nearly 169,000.000 (168,674,683) ounces of silver were pur- 
chased, at a cost of about $156,000,000 ($155,931,002). 

Up to April 1, 1900, 84,902,412 ounces of this bullion, costing $80,129,668.19, had 
been coined into 109,722,815 silver dollars. The seigniorage arising from this coin- 
age was $29,593,147, which has from time to time been paid into the Treasury as a 
miscellaneous receipt. 

Gradual Substitution of Silver Certificates for Treasury Notes 

Under the Act of 1890 Treasury notes, when redeemed in coin, or otherwise re- 
ceived into the Treasury, might be reissued, but no greater or le$8 amount of such 
notes could be outstanding at any time ** than the cost of the silver bullion and the 
standard silver dollars coined therefrom then held in the Treasury purchased by 
such notes." 

Accordingly, when these notes were redeemed in silver dollars they had to be can- 
celed, and up to March 14, 1900, $69,161,002 had been thus retired. 

This apparently large demand for silver dollars is partly explained by a provi- 
sion of the Act of August 4, 1«86, which authorizes the Secretary of the Treasury 
to transport silver coin from the Treasury or sub-treasuries free of charge when re- 
quested to do so, provided that an equal amotmt in coin or currency shaU have beea 
deposited in the Treasury or such sub-treasuries by the applicant. Accordingly, 
I)ersons wishing to send money to other parts of the country can deposit Treasury 
notes (or any other kind of currency) and get the Government to transport an equiv- 
alent amount in silver coin to the desired place, without any cost to themselves. 

But when redeemed in gold or received into the Treasury in the ordinary course 
of business, these notes w^re reissued, and on March 14, 1900, there were still $86,- 
770,000 of them outstanding. 

The Act of March 14, 1900, hastens the retirement of these notes by directing 
that as fast as silver dollars are coined from the bullion purchased xmder the Act ot 
1890, an equal amount of Treasury notes, whenever received into the Treasury, in 
any way, is to be retired and canceled; **and upon the cancellation of Treasury 
notes silver certificates shall be issued against the silver dollars so coined." 

Act of March 14, 1900, Sec. 5. It shall be the duty of the Secretary of the Treasury, as fast a» 
standard silver dollars are coined under the provisions of the acts of July 14, 1890, and June 18, 1898, 
from bullion purchased under the act of July 14, 1S90, to retire and cancel an equal amount of Treas- 
ury notes whenever received Into the Treasury, either by exchange In accordance with the provisions 
of this act or in the ordinary course of business, and upon the cancellation of Treasury notes sliver 
certificates shall be issued against the silver dollars so coined. 

Coinage OP Subsidiary Silver from **1890" Bullion. 

By section 8 of the same act the Secretary of the Treasury is also authorized to 
use, at his discretion, any of the *' 1890" bullion for coinage into subsidiary silver 
coins, provided that the total amount of subsidiary silver coin does not exceed $100,- 
000,000. Whenever any of the bullion is used in this way an amount of Treasury 
notes equal to its cost shall be canceled. 

The amount of subsidiary silv^^r coin outstanding on Marqh 14, 1900, was about 
$80,000,000. As the limit is fixed at $100,000,000, there is thus a possible increase of 
$20,000,000, requiring the use of about 14.500,000 ounces of pure silver. The aver- 
age cost of the ** 1890 " bullion now on hand was about 90.5 cents an ounce, and the 
amount of Treasury notes that can be retired by the coinage of subsidiary silver is, 
therefore, about $13,000,000. 

The rest of the Treasury notes outstanding on March 14, 1900, amounting to 
about $73,700,000, will be retired as fast as they come into the Treasury under the 
provisions of the new act, and silver certificates issued in their placespy ^^j wwv iv^ 
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Thus, in the course of time, the Treasury notes of 1890 will disappear from our 
currency system. 

The total amount outstanding on March 31, 1900. was $85,875,000, in denomina- 
tions of $1, $2, $5, $10, $20, $50, $100, $500 and $1,000. 

Re-coinage op Trade Dollars. 
An Act of February 19, 1887, provided for the retirement of trade dollars and 
their re-coinage into standard silver dollars or subsidiary coin, and accordingly 
about 5,000,000 (5,078,472) standard silver dollars have been re-coined from retired 
trade dollars. 

Amount op Silver Dollars. 
As before remarked, about 878,000,000 silver dollars were coined under the 
Act of 1878, so that the total amount of silver dollars coined from February 28, 
1878, to April 1, 1900, was : 

Under the Act of 187S 1878,166,793 

*' ** ** 1890 109,772,815 

Re-coined from trade dollars 5,078,472 

Total $493,018,080 

Of this total sum, $10,512,382 were held in the Treasury against outstanding 
Treasury notes. v 

Besides the amount required for subsidiary silver coin, there remained enough 
Of the ** 1890" bullion to coin about 88,000,000 dollars. 

This silver bullion is all that is available for dollars, so that the present limit- 
ing amount of these coins is nearly $580,000,000. 

These silver dollars are a legal tender in any amount, unless otherwise expressly 
stipulated in the contract, but they have not met with much favor as a medium oi 
exchange. The Government has tried to force them into circulation, and has even 
transported them to distant parts of the country free of charge. But most of these 
have come back, and the amoimt outside the Treasury on April 1, 1900, was only 
$69,098,949. 

Most of the silver dollars in the Treasury, however, are represented by silver 
certificates, which have a wide circulation, particularly since their issue in denom- 
inations of $1, $2 and $5, the amount outside the Treasury on April 1, 1900, being 
$403,043,359. 

REDEMPTION OF UNITED STATES NOTES AND TREASURY NOTES. 

According to the Act of May 31, 1878, the United States notes, or " greenbacks," 
had to be reissued when received into the Treasury in any way — whether for 
redemption or in the ordinary course of business. For some time after the resump- 
tion of specie payments on January 1, 1879, comparatively few notes were presented 
for redemption, and up to the passage of the Sherman Act, on July 14, 1890, only 
about $28,(K)0,000 had been redeemed in gold. But after that the amount grew 
rapidly, reaching the sum of $546,466,414 by March 14, 1900 ; and still not one dol- 
lar of the $346,681,016 of "greenbacks" outstanding on January 1, 1879, has been 
permanently retired. 

The Treasury notes of 1890, when redeemed in gold, were likewise reissued 

?irior to March 14, 1900, on which date the amount so redeemed had reached $103,- 
95,488. 

This redemption and reissue of notes form what has been popularly known as 
the ** endless chain " for drawing gold out of the I reasury. 

The gold reserve of $100,000,000, indirectly established by the Act of July 12, 
1882, was not impaired until April, 1893, when it had fallen to $97,000,000. I he 
increasing load of silver and 1 reasury notes accumulated under the Act of 1890 
caused doubt as to the ability of the Government to continue gold i)aynients. This 
fear led to the withdrawal of gold from the Treasury, and at the same time shut off 
the usual supply of gold from the regular sources of revenue, so that, in order to 
preserve the credit of the United States, the Government had to resort to the sale of 
bonds by which to replenish the gold reserve. During 1^94, 1895 and 1896, the Gov- 
ernment sold $262,315,400 of 5 per cent and 4 per cent bonds at premiums which 
brought in $293,481,895 in gold. After the first three bond issues, the gold leaked 
out of the Treasury tdmost as fast as it came in, this loss being hastened, perhaps, 
by deficiencies in the current revenues. 

After the last sale of bonds in February, 1896, conditions improved, and since 
then the reserve has been kept intact: but in order to strengthen the Treasury and 
prevent any impairment of the credit of the Government, the Act of March 14, 
1900, contains several provisions which are outlined below 

Redemption op Notes Under the Act of March 14, 1900. 
United States notes (*' greenbacks") and Treasury notes of 1890 ('* Sherman 
motes") are hereafter to be redeemed in gold coin; and iugorder to secure their 
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prompt and certain redemption a reserve fund of $150,000,000 in gold coin and bul- 
lion is set ax>art in the Treasury. The redeemed notes shall be held in this reserve 
fund until exchanged for gold in the manner following: 

First— By exchanging the notes so redeemed for any gold coin in the general 
fund of the Treasury; 

Second— By accepting deposits of gold coin at the Treasury or at any Sub-treas- 
ury in exchange for the iJnited States notes so redeemed; 

Third — By procuring gold coin by the use of said notes, In accordance with the 
provisions of Section 3,700 of the Revised Statutes, viz. : — 

"The Secretary of the Treasury may pnrehase coin with any of the bonds or notes of the United 
States, authorized by law, at such rates and upon such terms as he may deem most advantageous to 
the public interest." 

If the gold in the reserve fxmd falls below $100,000,000, the Secretary of the 
Treasury is directed to restore the gold to the maximum amount of $150,000,000, by 
selling 3 per cent gold bonds, payable at the option of the Government after one 
year from date of issue. 

The gold coin received from the sale of these bonds shall first be covered into 
the general fund of the Treasury, and then exchanged for an equal amount of the 
notes redeemed and held in the reserve fund. When the notes have thus come into 
the general fund of the Treasury, the Secretary "may, in his discretion, use said 
notes in exchange for gold, or to purchase or redeem any bonds of the United States, 
or for any other lawful purpose the public interests may require, except that they 
shall not be used to meet deficiencies in the current revenues, it being understood 
that any redeemed Treasmry notes, as explained elsewhere, are to be canc^ed and 
retired, and silver certificates issued in their place." 

Act ofM&rch 14, 1900. 

Sec. 2.— That United States notes and Treasury notes issued under the act of July 14, IWO, when 
presented to the Treasury for redemption, shall be redeemed in gold coin of the standard fixed in the 
first section of this Act, and in order to secure the prompt and certain redemption of such notes as 
herein provided it shall be the duty of the Secretary of the Treasury to set apart in the Treasury a re» 
serve fund of $15 ',0 0,000 in gold coin, which fund shall be used for such redemption purposes only, and 
whenever and as often as any of said notes shall be redeemed from said funa it shall be the duty of the 
Secretary of the Treasury to use said notes so redeemed to restore and maintain such reserve fund is 
the manner following, to tvrlt: 

1. By exchanging the notes so redeemed for any gold coin in the general fund of the Treasury ; 

2. By accepting deposits of gold coin at the Treasury or at any sub- treasury in exchange for the 
United States notes so redeemed ; 

3. By procuring gold coin by the use of said notes, in accordance with the provisions of seetioD 
3,700 of the Revised Statutes of the United States. 

BONDS MUST BE ISSUED WHEN RESERVE FALLS BELOW $100,000, ''OO. 

If the Secretary of the Treasury is unable to restore and maintain the gold coin in the reserve 
fund by the foregoing methods, and the amount of such gold coin and bullion in said fund shall at any 
time fall below $lOO;(KX),OiK), then it shall be his duty to restore the same to the maximum sum of $15J,* 
000,000 by borrowing money on the credit of the United States, and for the debt thus Incurred to issue 
and sell coupon or registered bonds of the United States, in such form as he may prescribe, in denomi- 
nations of $5 1 or any multiple thereof, bearing interest at the rate of not exceeding 8 per centum p«P 
annum, payable quarterly, such bonds to be payable at the pleasure of -the United States after one 
year from the date of their issue, and to be payable, principal and interest, in gold coin of the present 
standard value, and to be exempt from the payment of all taxes or duties of the United States, as well 
as from taxation in any form by or under state, municipal or local authority ; 

PEDBEMED NOTES TO BE REISSUED. 

and the gold coin received from the sale of said bonds shall first be covered into the general fund Of 
the Treasury and then exchanged, in the manner herein before provided, for an equal amount of the 
notes redeemed and held for exchange, and the Secretary of the Treasury may, in his discretion, use 
said notes in exchange for gold, or to purehase or redeem any bonds of the United States, or for any 
other lawful purpose the public interests may require, except that they shall not be used to meet 
deficiencies in the current revenues. That United States notes, when redeemed in accordance with the 
provisions of this section, shall be reissued, but shall be held in the reserve fund until exchanged for 
gold, as herein provided ; and the gold coin and bullion in the reserve fund, together with the redeemed 
notes held for use as provided in this section, shall at no time exceed the maximum sum of ^150,000,000. 

Divisions op Issue and Redemption. 

By the fourth section of the Act of March 14, 1900, there are established in the 
Treasury two new divisions of issue and of redemption, to which shall be assigned, 
respectively, all records and accounts relating to the issue and redemption of United 
States notes, gold certificates, silver certificates and currency certificates. The 
Treasury notes and silver of 1890 are also taken up <>n the books of these divisions. 

This measure definitely separates the general fund of the Treasury from the 
various trust funds for the redemption of notes and certificates. The five per cent 
fund for the redemption of National bank notes and the deposits by banks wishing 
to retire circulation are still held in the general fund, but otherwise there is a dis- 
tinct line drawn between the ordinary fiscal operations of the Treasury and the 
regulation and control of the Government currency. 

Act of Mareh 14, 1900, Sec. 4.— There shall be established in the Treasury Department, as a part of 
the office of the Treasurer of the United States, divisions to be designated and known as the division 
of Issue and the division of redemption, to which shall be assigned, respectively, under such regulations 
as the Secretary of the Treasury may approve, all records and accounts relating to the issue and 
redemption of United States notes, gold certificates, silver certificates, and currency certificates. There 
shall be transferred from the accounts of the general fund of the Treasury of the United States, and 
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taken up on the books of said dlvlslonB, respectively, accounts relating to the resenre fund for the 
redemption of United States notes and Treasury notes, the gold coin held against outstanding gold 
oertlflcates, the United States notes held against outstanding currency certificates, and the silyer 
dollars held against outstanding silver certificates, and each of the funds represented by these accounts 
flhall bo used for the redemption of the notes and certificates for which they are respectively pledged, 
and shall be used for no other purpose, the same being held as trust funds. 

SUBSIDIAKY SILVER. 

Until 1858, the subsidiary silver coins contained as much silver, in proportion 
to their nominal value, as the dollars, and were legal tender for any sums whatever. 

But by the acts of 1834 and 1837, which changed the weights of the gold coins, 
silver was slightly undervalued, and the subsidiary coins began to follow the silver 
dollars out of the country. 

Finally, in order to keep our fractional silver in circulation, the Act of February 
21, 1853, was passed, which reduced the weights of the subsidiary silver coins, so 
that their bullion value was less than their face value, and at the same time made 
them legal tender only for sums not exceeding five dollars. 

Ch£iges were made from time to time,and our present fractional silver coins are 
the half-dollar, weighing 12.5 grams, the quarter-dollar and the dime. They are a 
legal tender in sums not exceemng $10. 

Their present legal status is determined by the following acts : 

Act of February 12, 1873, section 15 (Revised Statutes, section 3513) : 

The silver coins of the United States shall be ♦ ♦ • a half-dollar, or fifty-cent piece, a quarter* 
dollar, or twenty-five-cent piece, a dime, or ten-cent piece; and * * * the weight of the half-dollar 
shall be twelve grams and one-half of a gram ; the quarter-dollar and the dime shall be, respectively, 
one-half and one-fifth of the weight of the said half-dollar. • • • 

Sec. 13 (Revised Statutes, section 8514).— The standard for ♦ ♦ • silver coins of the United 
Btates shall be such that of one thousand parts by weight nine hundred shall be of pure metal and one 
hundred of alloy. The alloy of the silver coins shall be of copper. 
Act of June 9, 1879— To provide for the exchange of subsidiary coins for lawful money of the United 

States under certain circumstances, and to make such coins a legal tender (n all sums not exceed- 
ing ten dollars, and for other purposes. 

Be it enacted, etc.. That the holder of any of the sliver coins of the United States of smaller 
denomination than one dollar, may, on presentation of the same In sums of twenty dollars, or any 
multiple thereof, at the office of the Treasurer or any assistant treasurer of the United States, i-eceive 
therefor ia^t'ful money of the United States. 

Sec. 2. The Treasurer or any assistant treasurer of the United States who may receive any 
coins under the provisions of this act shall exchange the same in sums of twenty dollars, or any mul- 
tiple thereof, for lawful money of the United States, on demand of any holder thereof. 

Sec. 3. That the present silver coins of the United States of smaller denominations than one 
dollar shall hereafter be a legal tender in all sums not exceeding ten dollars, in full payment of all dues 
public and private. 

As 1 gram is equal to 15.432 grains, the weight of the fifty-cent piece, 12.5 
f^ams, is equal to 192.9 grains of standard silver, the amount of pure silver contained 
m it being nine-tenths of this, or 173.61 gi-ains. At their nominal values, the 
weight ratio of the subsidiary silver coins to gold is 14.953. 

Heretofore the bullion for these coins has been purchased from time to time, 
as needed, but by the Act of March 14, 1900, the Secretary of the Treasury is 
authorized to also use any of the '• l890" bullion for coinage into fractional silver 
coins, provided that the total amount of subsidiary silver outstanding shall not 
exceed $100,000.0('0 

The worn and uncurrent subsidiary silver coin in the Treasury has heretofore 
been recoined from time to time, in such amounts as the annual appropriations 
permitted. 

But by the Act of March 14, 1900, a continuing appropriation is made for this 
purpose, and the Secretary is directed to cause all the worn and uncurrent subsid- 
iary silver to be recoined. 

Act of March 14, 1900. 

Sec. 8. The Secretary of the Treasury is hereby authorized to use at his discretion any silver 
bullion in the Treasury of the United States purchased under the act of July 4, 1^90, for coinage into 
Bucn denominations of subsidiary silver coin as may be necessary to meet the public requirements for 
Buch coin : 

Provided, That the amount of subsidiary silvei coin outstanding shall not at any time exceed 
In the aggregate *100.000.000 

Whenever any silver bullion purchased under the act of July 14, 1890, shall be used in the coin- 
age of subsidiary sliver coin, an amount of Treasury notes issued under said act equal to the cost of 
the bullion contained in such coin shall be canceled and not reissued. 

Sec. 9. The Secretary of the Treasury is hereby authorized and directed to cause all worn and 
uncurrent subsidiary silver coin of the United States now In the Treasury and hereafter received, to 
be recoined, and to reimburse the Treasurer of the United States for the difference between 'the nominal 
or face value of such coin and the amount the same will produce in new coin from any moneys in the 
Treasury not otherwise appropriated. 

On April 1, 1900, the amount of subsidiary silver coin outstanding was $79,715,- 
204. 

MINOR COINS. 
Our present minor coins are the nickel five-cent piece, fii'st authorized by the 
Act of May 16, 1866, and the bronze cent, authorized by the Act of April 22, 1864. 
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They are a legal tender at their nommal value for any amount not exceeding 25 
cents in one payment. 

The sections of the Act of February 12, 1873, which determine their present 
status, are the following : 

Sec. 16 (Revieed Statutes, section 3515). The minor coins of the United States shall be a five- 
cent piece and a one-cent piece. The alloy for the five-cent piece shall be of copper and nickel, to be 
composed of three-fourths copper and one-fourth nickel. The alloy of the one-cent piece shall be 
ninety-five per centum of copper and five per centum of tin and sine, in such proportions as shall 
be determined by the Director of the Mint. The weight of the piece of five cents shall be seventy-seven 
and sixteen-hundredths grains troy ; and of the one-cent piece, forty-eight grains. 

(Revised Statutes, section 8687). The minor coins of the United States shall be a legal tender 
«,t their nominal value for any amount not exceeding 25 cents in any one payment. 

Sec. 80 (Revised Statutes, section 8529). The minor coins authorised by this Title may, at the 
discretion of the Director of the Mint, be delivered in any of the principal cities and towns of the United 
States, at the cost of the Mint, for transportation, and shall be exchangeable at par at the mint in 
Philadelphia, at the discretion of the superintendent, for any other coin of copper, bronse, or copper- 
nickel heretofore authorized by law. It shall be lawful for the Treasurer and the several assistant 
treasurers and depositaries of the United States to redeem, in lawful money, under such rules as may 
toe prescribed by the Secretary of the Treasury, all copper, bronze, and copper-nickel coins authorized 
by law when presented in sums of not less than twenty dollars. 

Whenever, under this authority, these coins are presented for redemption in such quantity as to 
6how the amount outstanding to be redundant, the Secretary of the Treasury is authorized and 
required to direct that such coinage shall cease until otherwise ordered by him. 

The amount is limited only by the needs of the country. 

At present there is from $20,000,000 to $25,000,000 worth of minor coins in cir- 
culation and in the Treasury, the exact amotmt being difficult to determine. 

BULLION FOR OUR PRESENT COINS. 

The metal for our present coins (except the silver dollar) is acquired by the 
Government, as follows : 

Gold Coin. — Any holder of gold bullion may deposit the same, in amoxmts of 
$100 or over, at any mint, to be formed into coin for his benefit. There is no charge 
for coinage beyond the cost of the alloy used. 

Subsidiary Silver. — Since 1858, all silver coins of less denomination than one 
dollar have been coined from silver bullion purchased by the Treasury for that pur- 
pose, the seigniorage accruing to the Q-ovemment ; and, according to the Act of 
March 14, 1900, the bullion purchased under the Act of 1890 may tdso be used for 
subsidiary silver coins. 

Minor Coins. — The bullion from which minor coins are executed is likewise 
purchased by the Treasury, and the profit from the coinage accrues to the Govern- 
ment. 

ULTIMATE READJUSTMENT OF SILVER CERTIFICATES, UNITED 
STATES NOTES AND TREASURY NOTES. 

The act of March 14, 1900, involves a number of changes in the circulation of 
silver certificates. Treasury notes and United States notes. Though in the matter 
of denominations much depends upon the preference of the public as ei^pressed in 
demands upon the Treasury, the changes will be somewhat as follows : 

(1) Issue of $20,000,000 subsidiary silver and simultaneous retirement of $13,000,- 
OOO Treasury notes. 

(2) Retirement of the remaining $73,700,000 Treasury notes, and simultaneous 
issue of $101,000,000 silver certificates of $1, $2, $5 and $10, $73,700,000 to replace 
the Treasury notes and $27,800,000 to represent the seigniorage. 

(3) Issue of $3,000,000 silver certificates of §1, $2, $5 and $10 denominations, and 
retirement of the same amount of $500 and $1,000 silver certificates. 

(4) Issue of from $45,000,000 to $88,000,000 of $1, $2, $5 and $10 silver certifi- 
cates and retirement of an equal amount of $20, $50 and $100 silver certificates. 

(5) Retirement of from $45,000,000 to $88,000,000 of $1, $2 and $5 United States 
notes and reissue of the same amount in larger denominations. 

The table which follows shows the denominations of each of these classes of 
notes outstanding March 31, 1900, and gives a statement of how the readjustment 
might be expected to work out on the supposition that the present distribution is 
approximately what will be required. 



Maech 81, 1900. 


After Full Readjustment. 


Denominations. 


United States 
Notes. 


Treasury 
Notes. 


Silver Certifi- 
cates. 


United States 
Notes. 


Sliver Certifi- 
cates. 


fl, $2. $5. 

$10. 

$20. $50, $100. 

$600 and over. 


88.000,000 
96,000,000 
111,000,000 
52,000,000 


43,000,000 

30,000,000 

11.000,000 

1,000,000 


185,000.000 

127.000,000 

95.000.000 

3.000,000 


107,000.000 
ISO.UOO.OOO 
60,000,0Q0 


820,000.000 
150.000,000 
40.000.000 


Total. 


347,000,000 


85.000,000 


410.000.000 


347.000,000 


510.000.000 
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Each number contains a special discussion of some Sound Currency question. 



" As regards the estahliahment of the gold standard, not only has practically 
nothing betn introduced into the situation by this bill, but we have in general no 
new means of maintaining the standard which we did not have before the act was 
ffassed. If there had been possible danger from silver before March 14, 1900, the 
same danger still eocists,*' — J. Laubbncb Laughlin. 

*• We do not doubt the efficacy of the law in the hands of its friends. If Mr. 
Altgeld were Secretary of the Treasury and Mr. Champ Clark were Attorney Qen- 
eral, who will undertake to say that they would construe the law as Mr, Oage 
doe^?"— Journal of Cohhbrcb and Commercial Bulletin. 
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and political interest at the present time. • 
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RECENT MONETARY liEGISIiATION.* 

J. LAURENCE LAUGHLIN. 

It has been repeated by the public press, and assumed by the country, chiefly 
on the basis of reports emanating from Washington, that the act of March 14, 1900, 
whatever may have been its shortcoipings in other directions, has at least firmly 
established the gold standard in the United States. The belief is generally preva- 
lent that the election of a president pledged to the cause of free silver would no 
longer be a source of danger to our monetary system, because the gold standard has 
been placed by the new legislation beyond the reach of executive control ; that the 
mere action of a future Secretary of the Treasury hostile to gold could not cause 
public or private obligations to be paid in silver ; and that nothing could now be 
done for silver except by new and positive legislation, a contingency, which would 
be impossible so long as the Senate and the Executive favor gold. Hence we are 
assured that we may rest free from all danger of the ** silver issue," which we hear 
on all sides is now ** dead." On the strength of this belief, political lines are being 
drawn, and a plan of campaign is being formed. That there has been a subtle 
game of i)olitics played with our recent monetary legislation through the influence 
of the senate is unmistakably clear and is nothing unusual or surprising. But it is 
not certain that the general public is aware of the exact effect of the provisions of 
the new law, or informed how little has been done. Indeed, it may be a surprise to 
many to be told that, as regards the establishmeot of the gold standard, 
not only has practically nothing new been introduced into the 
situation by this bill, but that we have in general no new means 
of maintaining the standard which we did not have before the act 
was passed. If there had been possible danger from silver before 
March 14, 1900, the same danger still exists. Without any desire to 
be sensational or to create alarm, it is my belief that it is wise to face the facts of 
this new act as they are. While I do not believe that the gold standard is in any 
more danger than it was in 1899, 1 certainly do believe that we are not in any better 
position in 1900 than we were before. 

In speaking of the gold standard as firmly established, one means the obligatipn 
to pay gold whenever the word *' dollars " is used. As every one knows, the word 
**coin" allowed an uncertainty as to whether a contract generally payable in 
*' dollars," could be paid in silver dollars (of 371^ grains pure silver) or in gold 
dollars (of 23.22 grains pure gold). This uncertainty in regard to United States 
bonds seriously affected their value, and was one strong reason why new legislation 
was thought to be necessary to remove all doubt. It may, therefore, be a shock to 
some trusting people to be told that, in spite of the new law, a silver-loving Secre- 
tary of the Treasury could to-day -pay off very large amounts of government obliga- 
tions with silver dollars. If a free-silver president were to enter the White House 
in 1901, there would probably be a large amount of obligations which could then be 
paid in silver. 

PAYMENT OF "COIN" BONDS IN SILVER. 

Even if the standard of payments and prices may now in practice be gold, as 
regards both government and private debts, it is important to know how i)erma- 
nent this situation is. For simplicity, the matter of government bonds will be 
discussed first. How has the act of March 14, 1900, affected the •* coin " provision 
in which national obligations are payable? 

The contention which arose soon after the Civil War, that the debt of the 
United States was payable in paper, was settled in fact by the actual refunding of 
the whole debt under the act of July 14, 1870, which provided that the bonds issued 



Jk- 



* From The Journal of Political Economy, June, 1901. 
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tinder this law should be ** redeemable in coin of the present standard value." 
Obviously this phrase referred to the standard coin existing before the act of 1873, 
and which then included silver dollars (of 37 1^ grains pure silver) as well as gold 
dollars. Of course, silver dollars were worth more than gold dollars in 1870 ; and, 
as we all know, both gold and silver coins had been driven from circulation by the 
depreciated United States notes ; but such facts are not to the i)oint. Coin, in our 
law in 1870, included the silver dollar, whether it was in circulation or not. Hence 
all the bonds refunded under the act of 1870 were payable at the discretion of the 
Treasury either in silver or gold dollars. 

The act of February 12, 1873 (**the crime of 1873") did not abolish the legal 
tender value of any of the few silver dollars vhich might then have been in exist- 
ence. It simply omitted to provide for the future coinage of silver dollars (sections 
15 and 17); and added (section 14): 

That the gold coins of the United States shall be a one-dollar piece, which at the standard weight 
of twenty-five and eight-tenths grains, shall be the unit of value, etc. 

It will be seen, then, no matter what other considerations may be adduced, 
that under the law in 1870, " coin " certainly included silver dollars ; and that the 
act of 1873 did not change this situation. And in declaring the gold dollar to be 
**the unit of value," it did not forbid the use of silver dollars in any payments, 
public or private. The limitation on the legal tender power in 1874 was the only 
change introduced at this time.* 

The subsequent fact of imi)ortance is that all bonds of later issue (imtil the 
Spanish War Loan of 1898) have been based upon the provisions of the act of July 
14, 1870. That is, the existing four-per-cents of 1907 were issued under that act. 
Also, any bonds put out under the terms of the Resumption Act of January 14, 
1875, in order to obtain gold, were " of the same description as those issued by the 
act of July 14, 1870." Thus the extended twos (of the loan of 1891), five-per-cents 
of 1894, and the four-per-cents of 1925, are covered by this latter statement. The 
United States bonds thus stood at the time of the passage of the recent monetary 
law, all payable in ** coin ": 

4 per cent bonds, 1907 $545,845,200 

5 " " " 1904 .95,009,700 

2 " " " 1901 (extended) 25,364,500 

4 " ** •" 1925 162,315,400 

3 " ** ** 1898 198,791,440 

§1,026,826,240 
The act of March 14, 1900, authorized a i)artial refunding of the old debt into 
2 per cent, bonds, whose principal and interest is made specifically payable in 
** gold coin of the present standard value." It does not allow the refunding into 
the new twos of the extended twos of 1891, nor the four-per-cents of 1925— in all a 
sum of $187,679,900. Very recently (May 1900) the extended twos have been called 
in for redemption, so that the bonds of 1925 are the only ones in fact excluded. But 
it remains clear that a secretary, opposed to the gold standard, might on change of 
parties pay off at maturity $162,315,400 of national debt in silver, at his discretion. 
Nor is that all of it. Of the $839,146,340 of old debt refundible into the new gold 
twos, at the time of writing (June 1, 1900), only about 280 million dollars have been 
offered for exchange. How rapidly, or how thoroughly, conversion will go on, no 
one can now prophesy. However, there are so far unconverted bonds to the 
amount of 559 million dollars which, if not refunded, could be paid off at maturity 
in silver. In other words, not only the $162,315,400 of 4 -per cent, bonds of 1925, 
but any of the other descriptions of bonds which may not be refunded into new 
twos, would be payable in silver (in all, taking the impossible supposition that re- 

* The revised statues of June 22, 1874 inserted a provision (sec. 8586) which limited the legal 
tender power of all our silver coins to sums not exceeding five dollars. 



uigitizea Dy VjOOQIC 



108 SOUND CURRENCY. 



funding shonld cease entirely from now on, to 721 million dollars). To the extent 
that conversion goes on, this gross sum will, of conrse, be reduced. 

With the above situation it must be kept in mind that the act of March 14, 
1900, specifically enacts (sec. 3) : 

Thatnothlnsr contained in this act ehall be conetmed to affect the legal tender qnallty, as now 
provided by law, of the silver dollar, or of any other money coined or Issued by the United States. 

That is, the act of February 28, 1878, which made the silver dollars "a legal 
tender, at their nominal value, for all debts, public and private except where other- 
wise expressly stipulated in the contract," is still in operation. The outcome is a 
visible attempt to sit on two stools : in one word to declare that the gold dollar shall 
be the standard unit of value, and in another to declare that the silver dollar shall 
remain an unlimited legal tender. The political legerdemain in this depends upon 
the inability of the public to separate the assignment of legal tender quality to the 
standard (in which prices and contracts are expressed) from the assignment of it to 
a token money (which should be redeemable in the standard money). Because the 
standard money is made legal tender, it does not follow that a medium of exchange 
should have that quality (such, for example, as checks and drafts). 

The dodging of the standard issue in regard to government obligations cannot 
be excused on the ground of inadvertence. The House Bill (sec. 2) reads : 

That all interest-bearing obligations of the United Stat^ for the payment of money, now existing 

or hereafter to b^ entered into alkali be deemed and held to be payable in the gold coin of the 

United States t^ 4»flii0d in section 1 of this act. 

These words did not appear in the senate bill, and were excluded from the con- 
fer^noe hlU. in isbort, for political reasons, the septate leaders advisedly chose to 
change tha4D«rrency measure in svch a way that it could still be said that a large 
part of OUT national obligations wpre payable in silver r while scheming for votes in 
the EttSt on the ground of having •stablished the gold standard, it would be possi- 
ble to ask for votes in the Bocky Mountain states on the ground of having preserved 
the right to pay a large part of the bonds in silver. It must be said, therefore, that 
the new legislation establishes the payment in gold of only a part of our govern- 
ment obligations (and also that this amount dex)ends upon how for they are refund- 
ed into the new twos). 

THE STANDABD OF PBIVATE CONTBACTS. 
The consideration, however, of most importance to the business public is the 
certainty of the standard in ordinary private contracts drawn in ** dollars," without 
a specific agreement to pay gold. Naturally, it may be said that the national bonds 
could not be paid in silver any way until the time of maturity, and that that fear 
need not give much reason for distrust. But as to private debts, falling due every 
day, every one realizes it to be a matter of present concern. Since the unlimited 
legal tender power of the silver dollar is retained for all obligations in which gold 
is not expressly stipulated, it is clear that all private contracts thus generally drawn 
could be liquidated in silver. The gold standard of payments, therefore, is not 
made obligatory for private debts. The new law manifestly has not established the 
gold standard for the ordinary transactions of daily business life. If a lender of 
money wishes to secure repayment in gold, he must, today, as well as before this 
act was passed, expressly stipulate for gold in the contract. The act of March 14, 
1900, does not give us any new protection in this regard. Hence we ought to give 
up the fiction that the new law has ^^ established the gold standard.*' 

THE MAINTENANCE OF SILVEB AT PAB. 
Since silver dollars can be pbid for public and private debts in nearly as many 
cases as before the act of 1900, the question as to the permanence of the gold stand- 
ard is, then, to be foimd in the provisions for maintainiug silver at par with gold. 
Certainly, a reader might say, so long as silver is kept in value equal to gold, no one 
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would object to being paid in silver ; and reference might be made to the fact that 
the new law (sec. 1) not only declared the gold dollar to be ** the standard unit of 
value," but also that " all forms of money issued or coined by the United States 
shall be maintained at a parity of value with this standard, and it shall be the duty 
of the Secretary of the Treasury to maintain such parity." To the innocent reader 
this may look like a veritable establishment of the parity of silver with gold. But 
it adds nothing that did not exist in the law before (in the acts of July 14, 1890, and 
November 1, 1893).* It pretends to establish a parity by command, but it gives 
absolutely nothing with which to maintain parity. Suppose that CJongress had 
ordained that the navy should have had all the old powder exchanged- for smoke- 
less powder, and that it should have made it the duty of the Secretary of the Navy 
to make such exchange, and had provided no appropriation for this purpose, nor 
allowed any new machinery for carrying out the plan beyond what existed before. 
Should we not regard this as something more than trickery ? Certainly: it would 
be an insult to the intelligence of the public. In the new monetary law, we have 
actually no means of maintaining silver dollars at par with gold which did not 
exist before the act was passed Here again, the jugglery of the senate leaders 
showed itself. The House Bill ran (sec 4) : 

The Secretary of the Treasury is authorized and required to use said [gold] reserve in maintain* 
Ing at all times the parity and equal value of every dollar issued or coined by the government ; and If 
at any time the Secretary of the Treasury deems it necessary In order to maintain the parity and 
equal value of all the money of the United States, he may at his discretion exchange gold coin for any 
other money issued or coined by the United States. 

In short, the house bill set out to provide a gold reserve to be used for the 
maintenance of the parity of all kinds of our money ; but the senate overruled this 
plan, and limited the use of the gold reserve solely to United States notes and 
treasury notes of 1890. That is, if the Secretary of the Treasury should find 
difficulty in keeping about 579 million of silver dollars at par with gold, he could 
not use the new gold reserve (for the replenishment of which provision was made 
by selling bonds). All the regulations of the reserve apply to the two forms of 
paper (amounting to about 426 million dollars), while abor.t 575 million dollars of 
silver, which carries a seignorage of over 50 per cent, is left without any direct 
means of redemption into gold, as a means of keeping the parity. I have said that 
the permanence of the gold standard depends upon the provisions of the new law 
as to maintaining the parity between gold and silver; but we now see that no new 
means whatever have been given to accomplish this end. Such methods of keeping 
silver at parity with gold which existed before the act of March 14, 1900, are still 
the only means we now have of assuring the continuance of the gold standard. 
The new law has not given us any new methods of redemption.* Here we have 
had an exhibition of gross cowardice on the part of congress. 

lAct of July 11, 1390 (sec. 2); "That upon demand of the holder of any of the Treasury notes 
herein provided for, the Secretary of the Treasury shall, under such regulations as he may prescribe, 
redeem such notes in gold or silver coin, at his discretion, it being the established policy of the United 
States to malLtaln the two metals on a parity with each other upon the present ratio, or such ratio 
as may be provided by law." 

Act of November 1, 1893 : " And it is hereby declared to be the policy of the United States to 
continue the use of both gold and silver as standard money, and to coin both gold and sllvfer Into 
money of equal Intrinslve and exchangeable value, such equality to be secured through international 
agreement, or by such safeguards of legislation as will Insure the maintenance of the parity in value of 
the coins of the two metals, and the equal power of every dollar at all times in the markets and in the 
payment of debts. And it is -hereby further declared that the efforts of the government should be 
fiteadlly directed to the establishment of such a safe system of bimetallism as will maintain at all 
times the equal power of every dollar coined or issued by the United States, in the markets and in the 
payment of debts." • 

' How silver has been, in fact, kept at par with gold in the past by an indirect system of redemp- 
tion through the payment of customs, and by the complementary offer of gold to all creditors of the 
treasury, I need not go Into here. Cf. my History of Bimetallism in the United States, 4th ed., pp. 
263-265. 
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In one respect, however, the new legislation has bettered the chances of keep- 
ing onr silver at par with gold. By the withdrawal of United States notes and 
national bank notes (except one third of the new circnlation) in denominations be- 
low $10, and by reducing the large silver certificates to small denominations to 
take their place, an additional nse is created for the silver money, and therefore 
there will be less reason for its redundancy and consequently for its presentation 
at the treasury in payment of customs in a process of indirect redemption. By in- 
creasing the probability of keeping silver permanently in circulation for purposes 
of change, it becomes less dangerous. 

But this gain is fully offset by the provisions of the act which effect the silver 
bullion behind the treasury notes of 1890, and which will increase the quantity of 
silver dollars to be kept at a parity. Here we have another sop to Cerberus. From 
a sane point of view it is not much more creditable than the measure to coin the 
seigniorage which was defeated some years ago. Under the act of July 14, 1890, 
168,674,682.58 ounces of fine silver were bought by the issue of $155,931,002.25 of 
treasury notes. The average price i)aid per ounce for the bullion was $0.9244 ; and 
as the price is now about one third less, the value behind the notes has become one 
third less. But if this bullion were coined into silver dollars (at the rate of 871i 
grains each), the 168,674,682.58 fine ounces would yield about 218 million silver dol- 
lars. Then, instead of §155,981,002.25 treasury notes to look after, there would have 
been a vastly larger bulk of silver dollars to be added to those already coined under 
the act of 1878. The disposition of this bullion is a fair test of the animus of the 
new legislation. One bit of help exists in the permission to use enough of the bul- 
lion to increase the subsidiary coinage to 100 million dollars ; and since the amount 
outstanding March 1, 1900, was $80,101,151, it appears that an increase of nominal 
face value to the sum of about 20 million dollars (or about 14 million fine oxmces) is 
possible. With this exception the act emphasizes the policy of coining the rest of 
the bullion into dollar pieces and retiring the treasury notes. It is doubtless gen- 
erally understood how the terms of the act of July 14, 1890, would have brought 
about a gradual extinction of treasury notes of 1890. This process was established 
in the words: (sec. 2.) 

No greater or Jess amount of such notes shall be outstanding at any time than the cost of the 
silver bullion and the standard silver dollars coined therefrom, then held in the treasury purchased by 
such notes. 

Hence treasury notes, when redeemed by gold would be reissued in order to 
keep the amount equal to the bullion plus the silver dollars held; but when re- 
deemed by silver, the treasury notes would be canceled in order to keep the amount 
outstanding no greater nor less than the bullion plus the diminished number of sil- 
ver dollars held. The released silver dollars, if returned in any way to the treasury, 
could then become the basis of additional silver certificates (but never of treasury 
notes). This explains why the treasury notes were gradually being reduced in 
volume, coincident with an increase of silver dollars and silver certificates. 

The act of Jime 13, 1898 (the Spanish War Loan and Revenue Act), stimulated 
this process by the following i-equirement ( sec. 34 ) : 

That the Secretary of the Treasury is hereby authorized and directed to coin into standard silver 
dollars as rapidly as the public interests may require, to an amount, however, of not less than one and 
one half millions of dollars in each month; all of the silver bullion now in the treasury purchased in ac> 
cordance with the provisions of the act approved July 14, 1890 . . . and said dollars, when so 
coined, shall be used and applied in the manner and for the purposes named in said act. 

Then the act of March 14, 1900, specified that as fast as silver dollars were 
coined umder the foregoing laws, the secretary should (sec. 5) — 

Ketire and cbncel an equal amount'of treasury notes whenever received into the treasury, either by ex- 
change In accordance with the provisions of this act or in the ordinary course of business, and upon 
the cancellation of treasury notes silver certificates shall be issued against the silver dollars so coined. 

In this way the new law has brought about the cancellation of treasury notes 
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without waiting for the former process of redemption by silver, thus hastening the 
conversion of treasury notes into silver certificates. The only advantage to be 
gained from this action is the final disappearance of one of the too many kinds of 
money which make up our circulation. 

When the new law came into force there were only $86,776,000 treasury notes 
outstanding, supported by bullion costing $77,402,692, plus $9,373,308 silver dollars. 
The number of ounces of fine silver uncoined at that date was about 85,550,000. 
Ck>nsequently, instead of 155 million dollars in treasury notes, we shall have about 
200 million in silver dollars when conversion has been completed, or an increase of 
not less than 45 million dollars. This increased volume of silver dollars will raise 
the total issue (including the 378 million dollars coined under the act of 1878) to 
about 578 million dollars. For the maintenance of this vast sum at parity with 
gold, when each sQver dollar is actually worth only about 47 cents, there is abso- 
lutely no method of direct redemption in gold. And the act of March 14, 1900. 
gives no new provisions whatever to accomplish this end, or to support its windy 
and virtuous order to the secretary to maintain the parity. Congress might as well 
have ordered the secretary to see that every citizen of the United States should have 
blue eyes, so far as any new power was given him to carry out the purx)ose. 

THE UNITED STATES NOTES. 

It will be noticed that all the machinery for a gold reserve, its increase to 150 
million dollars, its replenishment from sales of bonds, etc., has to do solely with 
protection to the United States notes and treasury notes of 1890. Hence, when the 
latter have ceased to exist, the gold reserve will remain only for the govemment- 
I)ai)er, with nothing in reserve for our token silver. The ominous feature of this- 
arrangement is the evident intention to regard the United States notes as a per* 
manent part of the circulation. No suggestion whatever is made as to the future- 
retirement of any portion of this form of our money. That, it is clear, must be= 
reserved for future reforms. 

But although the new measure has given us no firmer hold on the gold stand- 
ard, and has done nothing to remove the United States notes, it has, indeed, secured, 
to us a reform which, in possibilities of safety in the future, wholly outweighs any 
other feature of the act. One who has not watched carefully the origins of our 
paper money delusions will fail to realize how dangerous was the confusion in the 
minds of our legislators in the past between the monetary and the fiscal functions 
of the state. It was this confusion which, in 1862, led to borrowing in the form of 
demand obligations to be used as money ; a depreciation of the standard of prices ; 
the destruction of our credit in the loan market ; the appearance of speculation and 
unsettled business conditions — ^and all the evils of a fluctuating currency. Since the 
resumption of specie payments in 1879, the gold reserve has been a part of the gen- 
eral fund applicable to fiscal purposes in cases of deficit, as well as to the redemp- 
tion of our paper money. For this reason we got into serious trouble when deficits 
used up the gold reserves, because fiscal operations took immediate effect on the 
character of our standard of prices and contracts. No mere question of revenue 
and expenditure of the general treasury should ever be permitted to have such an 
influence on our standard that business could be seriously crippled thereby. It is 
such an anomalous situation as this which has been made impossible by the distinct 
separation of the funds used for reserves behind the government paper from other 
cash in the hands of the state. This appears in the new form of treasury state- 
ment^ In the years to come nothing we have accomplished will do more than this 
one provision to clarify the public mind as to the true status of our pai)er money 
and to save us from stupid blundering. While this part of the act has excited little 
comment in the press, it is of first importance as a piece of positive legislation. 
This one measure would alone have made the present act prominent in the history 
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of monetary legislation since the Civil War. It was jost such ft measure as this 
which formed the pivotal part of the recent Russian monetary reforms. 

The regulations by which the gold reserve for government i)aper is to be main- 
tained, and the details of redemption, are doubtless, clumsy, and drawn in such a 
way as to escape political attack ; but there is little reason to believe that they will 
not work out successfully in practice. Certainly the redeemability of the United 
States notes and the treasury notes of 1890 is provided for beyond peradventure, in 
the permission to sell bonds to protect the gold reserve. But the separation of the 
Issue and Redemption Departments from the general treasury funds makes still 
more clear than ever that no gold in the former can ever be used in the indirect or 
direct redemption of silver dollars ; and that the character of the silver circulation 
depends wholly upon the composition of the free treasury balance. If gold does not 
readily come in for revenue, or if redundant silver should be paid in instead, the 
free balance would more quickly than of old indicate th^ difficulty of maintaining 
our large silver circulation at a parity with gold. 

THE BANKING PROVISIONS. 

The sections of the law relating to banking may be dismissed in a few words, 
because the changes proposed are unimportant. The reduction in the tax on circu- 
lation, and the increase in the amount of notes issued by banks to 100 per cent, of 
the value of the bonds, will have no serious influence in exi)anding the circulation. 

The refunding provisions, however, are of an important character. They are 
important because, in order to serve a political end, one of the generally accepted 
principles of finance has been violated. There can be no doubt that the extension 
of the term of the new bonds to thirty years had only political considerations 
behind it. It is almost inconceivable in an intelligent community that a state 
should put its bonds in a form where they cannot be paid off within a reasonable 
period. After the present extended twos are paid off (a process now going on), and 
and should all the old bonds be refimded into the new loan, our national debt could 
not be reduced (except by purchase in the open market) before the 4s of 1925 mature. 
So flagrant an abuse of sound finance can be explained only on the supposition that 
a supply of national bonds would be assured for a generation to come in quantity 
sufficient for the security of the national bank circulation. This was the adroit 
move by which the senate leaders succeeded in shelving for decades the demand 
for an elastic bank currency based upon commercial assets. And if the refunding 
measure released a considerable sum from the treasury in payment of premiums, 
and caused an enlargement of the banking circulation, it would be supposed to 
ease the money market during a presidential year, aid in the "prosperity" argu- 
ment, and assist in the political purposes of the party in power. In general, it can 
be said that the new measure does not add anything of value to the machinery by 
which the banks are enabled to adjust the supply of currency automatically to the 
needs of the public. Many small banks, and some large ones, will no doubt be 
established, or come into the system, but after that increase, the rigidity of the old 
system will remain with all its well-known characteristics. 

J. Laurance Laughlin. 

The Uniyebsity op Chicago. 
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THE GOLD STANDARD LAW. 

BY LYMAN J. GAGE * 

I am satisfied that the new law establishes the gold standard beyond assault, 
unless it is deliberately violated. I cannot agree with the criticism of Prof. 
Langhlin in the last issue of the Journal of Political Economy that we ought to 
give up the fiction that the new law has ** established the gold standard." Against 
bis authority I may cite that of Prof. Taussig of Harvard University, who is 
equally severe in some of his criticisms of the law in the last Quarterly Journal of 
Economics, but who says : 

" Surveying the new Treasury system as a whole, we need not hesitate to admit 
that, so long as this legislation stands, it is strong enough, assuring, even though 
by a cumbrous machinery, the maintenance of the gold standard." 

Let us look to the facts. The criticism of Prof. Laughlin is directed to the fact 
that since the unlimited legal tender power of the silver dollar is retained for all 
obligations in which gold is not expressly stipulated, it is clear that all private con- 
tracts thus generally drawn could be liquidated in silver, and that * *the gold standard 
of payments, therefore, is not made obligatory for private debts." 

It is quite true that the legal tender quality has not been taken away from the 
silver and paper money of the United States. It would have been a remarkable 
and disquieting thing to do and it would have been quite as likely to weaken as to 
strengthen our monetary system. It makes no diflPerence to anybody to-day 
whether he is paid in gold or silver, so long as the two metals circulate at par with 
each other and are received on deposit by the banks without discrimination. What 
difference would it make to me if I held some bonds and Mr. Bryan should direct 
his Secretary of the Treasury to sort out some of his limited stock of silver dollars 
for the purpose of redeeming the bond's ? Would I not immediately deposit the 
silver in my bank and draw checks against it, just as I would if the Secretary had 
exercised the more rational policy of paying me with a Sub-Treasury check ? 

THE PARITY OF GOLD AND SILVER. 

I believe that silver will never drop below par in gold ? The crux of the pro- 
position is that adequate measures have been taken by the new law to prevent such 
a contingency. They might have been more plainly set forth perhaps and in this 
respect have escaped the criticism of Prof. Laughlin that ** no new means whatever 
have been given to accomplish this end." Prof. Taussig declares in regard to this 
feature of the new law that *'the wise policy was followed," and that *'the silver 
currency is better left by itself, presenting its own problems and to be dealt with 
on its own merits." 

The question is largely an academic one whether any provision is made for 
maintaining the parity of gold and silver beyond the provisions of previous laws, 
for the simple reason that methods were already in operation which maintained 
this parity under severe strain from the first coinage of the Bland dollars in 1878 
down to the repeal of the silver purchase law in 1893 and have maintained such 
-paxity ever since. Prof. Laughlin understands the practical operation of these 
methods of redemption through the receipt of silver for public dues. This method 
will unquestionably prove adequate, upon the single condition that our mints are 
not opened to the free coinage of silver and no further considerable purchase or 
coinage of silver takes place. The facts of the situation and the experience of other 
countries with a considerable amount of silver coins plainly show that the suspen- 

• Journal of Commerce and Commercial Bulletin, July 16, 1900. 
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sion of free coinage and the receipt of the silver coins without discrimination for 
public dues are in themselves sufficient to maintain parity. 

But I think Prof. Laughlin is mistaken in his criticism that no means what- 
ever have been provided for maintaining the parity between gold and silver. He 
admits that the first section of the Act declares that " All forms of money issued or 
coined by the United States shall be maintained at a parity of value with this 
standard, and it shall be the duty of the Secretary of the Treasury to maintain such 
parity." He criticises this provision upon the ground that it gives absolutely noth- 
ing with which to maintain parity. He asks : 

" Suppose that Gongrese had ordained that the navy should have had all the old powder ex- 
changed for smokeless powder, and that It should have made it the duty of the Secretary of the Navy . 
to malce such exchange, and had provided no appropriation for this purpose, nor allowed any new 
machinery for carrying out the plan beyond what existed before. Should we not regard this as some- 
thing more than trickery ? " 

It is to be regretted that the provision on this subject is not put in plainer 
language. I understand that it was urged upon the Conference Committee that 
this clause should read, *' it shall be the duty of the Secretary of the Treasury to 
use all appropriate means to maintain such parity." This would have conveyed 
sweeping and complete authority to buy gold, sell bonds, or take any other steps in 
execution of a solemn duty imposed by Congress. But there is another provision 
of the bill which Prof. Laughlin seems to have disregarded. This is in section 2, 
providing for the gold reserve, where it is prescribed that when bonds are sold for 
the maintenance of the reserve the Secretary of the Treasury, after exchanging the 
gold for notes and depositing the latter in the general fund of the Treasury, " may, 
in his discretion, use said notes in exchange for gold, or to purchase or redeem any 
bonds of the United States, or for any other lawful purpose the public interest may 
require, except that they shall not be used to meet deficiencies in the current rev- 
enues." The declaration that notes may be used ** for any lawful purpose," certainly 
includes the maintenance of parity between gold and silver, since it is distinctly 
made a legal obligation of the Secretary by the first section. If the Secretary of 
the Treasury, therefore, finds a considerable fund of redeemed notes in the general 
fund of the Treasury, and fears that silver will fall below parity with gold, he is 
able under this provision to pay for silver in United States notes which are redeem- 
able in gold on demand. It seems to me this affords an important and almost per- 
fect means of maintaining the parity of gold and silver. It amounts in substance 
to* the ability of the holder of silver dollars to obtain gold notes for them, if the 
Secretary of the Treasury, under the mandate laid upon him by law, finds it 
necessary to offer such notes in order to maintain the parity of silver. 

But suppose that there were no notes in the general fund of the Treasury 
which could be used for this pui'pose? — ^if, in other words, there was no demand for 
gold by the presentation of United States notes, which had resulted in an accumula- 
tion of the latter— it is pretty plain that there would be no demand for the exchange 
of silver for gold. The entire body of the law on this subject is calculated for a 
I)eriod of distrust and demand for gold. If such a demand occurs it must fall upon 
the gold resources of the Government by the presentation of notes. The notes then 
become available for exchange for silver. If the criticism is made that this puts 
the notes afloat again in excessive quantities, it may be answered that the quantity 
of silver in circulation has been diminished, that a gold note has taken its place, 
and that if this note comes back for redemption in gold the Treasury is fully equip- 
ped by law for obtaining additional gold by the sale of bonds and holding the note 
until financial conditions have changed. While the mechanism might be a little 
more direct and clear it does not seem to me to be open to the criticism of Professor 
Laughlin that the law ** gives absolutely nothing with which to maintain parity,'* 
and is in the nature of " trickery." 
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REDEMPTION OF BONDS. 

Objection is made to the new law that it does not make the bonds of the United 
States redeemable in gold. That is true in a narrow sense. The new aw, as finally 
enacted, does not change the contract between the Government and the holder of 
the bond, which was an agreement to pay coin. What is apparently desired by 
Professor Laughlin, and what was embodied in the House bill, was the proposition 
that the Government by Act of Congress shonld change the terms of the contract, 
although not its substance, from a coin to a gold contract. I think that upon many 
grounds the conference committee acted wisely in refusing to make this change; 
It establishes a dangerous precedent to enact a retroactive law. If the Fifty-sixth 
Congress can change a coin contract into a gold contract, not even leaving the option 
to the bondholder to take silver if he prefers it, what would prevent the Fifty- 
seventh Congress, if it contained a Bryan majority, from changing the gold con- 
tract embodied in the new two per cent bonds to a silver contract ? In other words, 
I think it is good public policy not to change the terms of a contract by mandate of 
law. Even if the avowed purpose is to benefit both of the parties the jsame purpose 
might be avowed for very objectionable legislation at some future time. For those 
who prefer a gold bond Congress provided the means of obtaining it by offering the 
new two per cent bonds upon terms of conversion approaching the market value of 
the old bonds. The only exceptions made were a small block of bonds which have 
been called for redemption and $162,315,400 in four per cent bonds, which were sold 
by Mr. Cleveland under a distinct alternative proposition in regard to part of them 
that a higher price would have been paid if they had been gold bonds. Nobody 
doubts that these bonds will be as good as gold, and it is wholly immaterial whether 
some Secretary of the Treasury pursues the infantile policy of paying silver dollars 
upon these bonds instead of checks, when as I have shown all money of the United 
States is convertible into gold. These are the distinct provisions of the new law 
and they cannot fail to maintain the gold standard except by the deliberate viola- 
tion of the duty imposed by the law upon the Secretary of the Treasury. 

EFFECT OF MR. BYRAN'S ELECTION. 

In the event of Mr. Bryan's election, I think the gold standard would be 
resolutely maintained so long as the law remained on the statue book. I fear, how- 
ever, that the law would be subjected to a severe strain from the November day 
when his election was made known until the Treasury was turned over to him on 
March 4. The mere fact that a party was installed in power which was hostile to 
the gold standard would look like a reversal of the judgment pronounced by the 
people in 1896 and 1898 in favor of the standard. A reversal of this judgment so 
soon would naturally inspire distrust abroad as well as anxiety at home, would 
invoke a panic, — ^not so acute perhaps as would have followed a silver victory in 
1896, but nevertheless paralyzing to business enterprise.— and would probably 
compel the present administration to use to the uttermost the powers conferred by 
the new law to maintain the gold standard and the parity of all our forms of money 
until the new administratton entered office. The business community would 
naturally look for a vigorous message from President Bryan, recommending the 
repeal of the law, in conformity with the implied and directs demands of the 
Democratic and silver Republican platforms, and prudent men would take steps to 
hoard gold and prepare for the hurricane obviously gathering in the financial 
heavens. 
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THE MONEY QUESTION NOT SETTLED. > 

BY E. J. HILL. 

The present law is not a finality. If it had been so considered it wotild never 
liave become a law. It is a great step forward, however, toward a sound currency"' 
It solves many questions concerning which honest men in both parties differed. No 
matter what the standard may have been in the past, it declares that the standard 
unit of value shall he the gold dollar. Concerning this, honest doubts had existed. 
The bill removes them all and puts this nation in harmony with the financial sys- 
tems of the leading commercial nations of the world. If it had done nothing else 
this alone would have justified the honest money men of this country in every effort 
which they had made for an improved currency system, for it laid a foundation on 
which to build in the future. 

It might have been well if the bill had either stopped there, or gone much far- 
ther than it did. Laws will not enforce themselves. ♦ ♦ ♦ ♦ 

It is not true that the money question is settled, and as a prominent speaker has 
recently said, ** laid away in the catacombs of political oblivion." It is not true 
that farther legislation only can reverse the action of the Fifty-sixth 
Congress. It can be done in full compliance with the letter of the 
law by the action of an Administration not in harmony with its spirit. 
Yes, more than that, it will require the constant and untiring efforts of the Secre- 
tary of the Treasury and a continued increase of the present enormous world's pro- 
duction of gold, supplemented by an unbroken surplus of revenue and continued 
prosperous business conditions, to prevent in this country a relapse from gold 
redemption and a renewal of many of our former experiences. 

The gold standard in law must be the gold standard in fact, before its i)erpe- 
tuity is assured. It must be justified by conditions as well as statutes. * * * ♦ 

With the provisions of the present law in effective operation we shall find our- 
selves with more than three times as much silver per capita in circulation as 
either Germany or Great Britain, with the added burden of perpetual greenback 
redemption in gold, and yet political orators and stump speakers are shouting that 
the money question is settled and earnest men in all parties who have thus far acted 
together to secure the splendid advance already made, are justifying themselves in 
ignoring the subject for the future, trusting to the Senate of the United States to 
block any backward step. 

When six and one-half million of people have once voted that they believe that 
the trade of the United States alone will absorb all of the silver which can be 
brought to its mints, and that its i)arity with gold will be maintained by such use, 
if a majority of our people shall again declare such belief and elect an Executive 
and House of Representatives upon such a platform, how much is the discretion as 
to further action by a free silver Secretary of the Treasury worth, and how long 
would a Senate permeated with silver sentiment resist the demand of the country 
for further silver legislation ? 

The money question is far from dead. In a government by the people, the per- 
sistent demand of millions of voters cannot be ignored. These people are in earnest 
for what they call " cheap money," and are honest in their belief that value can be 
legislated into silver or paper by act of Congi-ess. * * * * 

The language of the present bill is : " That the dollar, etc., etc,, shall be the 
standard unit of value, and all forms issued or coined by the United States shall be 
maintained at a parity of value with this standard, and it shall be the duty of the 
Secretary of the Treasury to maintain such parity." 

How ? In the House provision the reserve fund and bonding power could be 

» A portion of an address before Group VI. of the New York State Bankers' Association. 
June 30. 1900. 
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used for the redemption of greenbacks and the maintenance of silver at par; in the 
law as it is, both of these instrumentalities are restricted to the ^eenbacks alone \ 
the methods of maintaining the parity of silver with gold are left discretionary 
with the Secretary, and he always confined to the gold in the current, funds in the 
Treasury, which, under the terms of the bill must be exhausted before he can avstt 
himself of the privilege of issuing bonds to maintain greenback redemption. 

Under these circumstances how long would it take a free silver Secretary to 
convince himself that use and not exchangeability was the best method of main* 
taining parity of silver and gold, and when that conclusion was reached the old 
experiences of '93 would be again repeated. 

Oh, no ; the money question is far from settled, and permit me to say f rankly^ 
that as a business man it is my deliberate judgment that notwithstanding the ex- 
cellent law which has been enacted, inaugurating the single gold standard, the 
effective maintenance of it absolutely demands an administration of the Treasury 
Department which will enforce that law, not only in the letter, but in its spirit 
also, until our existing currency conditions are radically changed. 



MR. GAGE ON THE liAW OF MARCH 14. 

[Editorial in Journal of Commerce and Commercial Bulletin, July 16, 1900.] 

Injury from Mr. Bryan's election is apprehended in three directions. Thesd 
are the effect upon the world's opinion of the election of a free silver candidate for 
the Presidency, the evasion of the law by a free silver Administration, and the 
repeal of the law. The very important interview with the Secretary of the Treasury 
which we print this morning shows that long before Mr. Bryan could become 
President, the moment his election was ascertained, the public of this country and 
of the world would conclude that the United States had repudiated the single gold 
standard. If the fear that silver payments could not be averted precipitated the 
disaster of 1893, the belief that silver pajrments would be resorted to as early aa 
possible would inflict a still greater calamity upon the country. 

In regard to the possibility of evading the law, Mr. Gkige is highly reassuring^ 
He believes the law of last March is a far more effective measure than Prof« 
Laughlin does, and he believes that no Secretary of the Treasury could fail to sas^ 
tain the single gold standard without an open violation of law. We do not 
doul>t the efficacy of the law in the hands of its friends. If Mr* 
Altgeld were Secretary of the Treasury and Mr. Champ Clark 
w^ere Attorney-General, who will undertake to say that they 
would construe the law as Mr. Gag^e does? For example, the Secretary 
regards as one means of sustaining the single gold standard the authority to use the 
redeemed notes for any lawful purpose except deficiencies. This, he says, certainly 
includes the maintenance of parity between gold and silver, and if the Secretary 
thought silver was likely to be depreciated he could pay out notes redeemable in 
gold in exchange for silver. But would he ? Mr. Gage thinks it would be obliga* 
tory Upon him to do so. We doubt if Mr. Bryan or Mr. Altgeld or Mr. Clark or 
Mr. Towne or Mr. Hogg, or any of their associates, would take this view. It has 
been understood from the first that this provision for the reissue of redeemed green- 
backs, except in exchange for gold, was inserted in the bill by the opponents of the 
gold standard. Secretary Gage shows how he would use the right of reissue to 
sustain the value of silver, but we fear that a free silver Secretary would not do the 
same thing. 

The silverites deny that silver has depreciated. They say gold has appreciated 
under the management of the friends of the gold standard. They declare that the 
way to maintain the parity of the two metals is to force the public creditor to take 
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whichever the Secretary chooses to offer him. The silverites are bound to use their 
own methods of maintaining the parity of gold and silrer. They have told us 
frankly trhat those methods are. We are glad to believe with the Secretary that 
the law of last March is a better law than Prof. Laughlin thinks, but it would not 
be safe to trust its execution to Mr. Bryan and such a Secretary . of the Treasury as 
he would appoint. 

Finally, the House of Representatives elected in November will be of the same 
complexion as the President. In March the sound money strength in the Senate 
was 52. Eighteen of these go out of office- on the day President McKinley's first 
term expires. Of the 18 nine are the Senators from Louisiana, Kansas, Montana, 
West Virginia, Kentucky, Idaho, Nebraska, Wyoming and Colorado. Does any 
rational man suppose that free silverites can elect the President and the House of 
Representatives, and leave the Senatorships from these nine States stalwart 
defenders of the single gold standard? Nine from 52 leaves 43, a minority of the 
Senate. If Mr. Bryan shall be elected both branches of Congrress will 
be for free silver on the day he takes the oath of office. 



Monetary Commission Final Report. 

' Cloth, 603 pp. $1.00— Express Charg^es Prepaid. 

The final report of the Monetary Commission which was appointed by the 
Indianapolis Monetary Convention of Boards of Trade, Chambers of Commerce and 
other business organizations, has been published. It is a book which shoiQd be in 
every public library and in the hands of every student of the money question in this 
country. 

The work covers the whole field of money exhaustively. The first 78 pages are 
given up to a reprint of the preliminary report of the Commission and the bill 
embodying its proposals, together with a sketch of the movement. The scope of the 
final report is indicated in the following summary of the Table of Contents : 



PART L-METALUC MONEY. 

Paffes. 

The Functions of Money 79-91 

TheStaodard 02-114 

Laws of Token Money 118-130 

LepralTender 181-187 

The United States Silver Experiment 188-145 

The Movement of Gold U6-158 

PART IL-BANKma. 



PART n -BANKENQ {Continued), 

Paffes. 

Redemption of Notes 824-840 

Uniformity of Note Issues 841-845 

Bank Reserves , 84S-351 

Inspection and Examination 852-880 

Taxation of BankR 861-868 

Loaningr and Banking FacilitieB in the 

South and West 869-876 

Branch and Small Banks 876-386 

PART III.— DEMAND OBLIGATIONS OF THE 
GOVERNMENT. 

Government versus Bank Issues 889-397 

History of the United States Notes 898-444 

Eff tct of Paper Issues on the Cost of the 

OivllWar 445-461 

Effect of Paper Issues on Prices 46^-460 

Effect of Paper Issues on Wages 470-478 

Retirement of the United States Notes. . . 480-490 

APPENDICES. 
Selected Laws of the United States Relat- 
ing to Coinage, Currency and Banking 401-548 

Statistics of Money and Banking 547-588 

Index 588-608 

The book is printed upon heavy paper, is substantially bound, and makes a 
very handsome volume. The price nas been fixed as nearly as may be at the actual 
oost of printing and expressage, in order that large numbers may be sold. 
Forwarded, prepaid, upon receipt of $1.00. 

Please remit with each order proper amount in New York ezchange, T)ayable 
to Lawrence E. Sexton, Chairman, 52 William St., New York City, 



The Nature of fc Bank 160-171 

Deposit Currency 172-179 

Kzpansion of Note Issues 180-185 

Profit on Bank-Note Issues 186-106 

History of the National Banking System. 107-233 

Circulation Secured by Bonds 224-230 

Oirculation Secured by Commercial 

Assets 281-286 

Guaranty Fund 287-246 

Insolvency of National Banks 247-260 

Working of Commission's Plan 260-276 

Instances of Bank Notes Based on Com- 
mercial Assets... 277-809 

Btoatlcity 800-33J8 



i 



Digitized byCjOOQlC 



Sound Currency. 



Per Per Per 

Tolnme IT. No. 100. 1,000. 

1. THE FARMERS' INTEREST IN FINANCE. Henry Farquhar. 16pp.. $0.06 $2.00 $10.00 

«. •♦THE BALTIMORE PLAN»» OF CURRENCY REFORM. 12 pp .05 2.00 10.0$ 

8. •• THE CARLISLE PLAN '» OF CURRENCY REFORM. 12 pp 05 2.00 10.00 

4. SCOTCH BANK CURRENCY. Chas. A. Conant. 16pp 05 2.00 10.00 

6. JAPAN AND SILVER. Fred. Perry Poweri. 16pp 06 2.00 10.00 

6. PRACTICAL BANK CURRENCY. John DeWltt Warner. 24 pp 05 2.50 12.00 

7. THE FIRST UNITED STATES BANK. L. CarroU Root. 10 pp .05 2.00 10.00 

& GREENBACKS AND THE COST OF THE CIVIL WAR. Wesley C. 

Mitohell. 16 pp .05 2.00 10.00 

9. CANADIAN BANK-NOPE CURRENCY. L. CarroU Root. 16 pp. .05 2.00 10.00 

10. NATIONAL AND STATE BANKS. Horace White. 16 pp 05 2.00 10.00 

11. SWISS BANK-NOTE CURRENCY. Chas. A. Conant. 16 pp 05 2.00 10.00 

12. DEPRECIATION OF SILVER AND THE JAPANESE EXPORT TRADE. 

Count Mateukata, Japanese Minister of Finance. 8pp 05 1.00 5.00 

18. THE *♦ DOLLAR OF OUR DADDIES.*' Augrust Roden. 16 pp 05 2.00 10.00 

U. THE APPRECIATION OF GOLD. Frances E. Nipher. 16 pp (See Vol. V., No. 6.) 

16. THE BRANCH BANK SYSTEM. J. B. Attfleld. 16 pp 05 2.00 10.00 

16. LEGAL TENDER. Charles H. Swan, Jr. 16pp 05 2.00 10.00 

17. THE SECOND UNITED STATES BANK-PART I. L. Carroll Root. 

20pp .05 2.50 12 CO 

18. THE SECOND UNITED STATES BANK— PART II. Horace White. 

12 pp 05 2.00 10.00 

19. CURRENCY ELASTICITY IN HOLLAND. G. M. Bolssevain. 8 pp 05 1.00 5.00 

80. '^THE FOWLER PLAN" OF CURRENCY REFORM. Charles N. Fow- 
ler. 12 pp .05 2.00 10.00 

21. THE COST OF PRODUCING SILVER. Edward Atkinson. 8pp 05 1.00 5.00 

88. A PROPER PAPER CURRENCY. Jacob L. Greene. 8 pp 05 1.00 5.06 

88. BANKING ASSETS AS A BASIS FOR CIRCULATION. C. A. Conant. 16 pp. .05 2.00 10.00 

84. ANNUAL REPORT, 1897. Sound Currency Committee. 8 pp 05 1.00 5.00 

Per Per Per 

Tolume V. No. lOO. 1,000. 

1. REPORT OF THE MONETARY COMMISSION. 16 pp $.05 $2.00 $10.00 

8. TRUE BIMETALU3M. Laura R. White. 8 pp 05 1.00 5.00 

8. THE MONETARY COMMISSION AND ITS WOBK. Chas. S. Fair- 

child. 8 pp (Out of print.) 

4. SOUTH CAROLINA'S FIRST PAPER MONEY. 16 pp 06 2.00 1000 

6. NEW YORK'S COLONIAL CURRENCY. Horace White. 16 pp 05 2.00 10.00 

6. THE APPRECIATION OF QOU) (Revised.) Francis E. Nipher. 16 pp.. .05 2.00 10 00 

7. CONTINENTAL CURRENCY. Byron W. Holt. 82 pp 05 8.00 15 00 

8. GEORGE SMITH'S MONEY. 8pp 05 1.00 5.00 

0. BANKS OF ISSUE IN ILUN0I8. Charles H. Gamett. 24 pp. 05 2.50 12 00 

10. BANK-NOTE REDEMPTION. Monetary Commission. 16 pp 05 2.00 10.00 

11. A PLEA. FOR THE CONSTITUTION OF THE U. S. A., WOUNDED IN 

THE HOUSE OF ITS GUARDIANS. George Bancroft. 16 pp 06 8.00 10.00 

12. REPORT OF BANKING AND CUSBENCY COMMITTEE. June 16. 189& 

32pp 05 8.00 15.00 

18. DEBASEMENTS OF THE COINAGE. Fred Perry Powers. 16 pp 05 2.00 10.00 

14. CURRENCY FACIUTIES OF CITY AND COUNTRY EQUALIZED. Mon- 

etary Commission. 16pp 06 8.00 10.00 

15. CURRENCY SYSTEM OF SPAIN. L. Carroll Root 16 pp 05 2.00 10.00 

16. THE STATE BANK OF INDIANA. WiUiam F. Harding. 82 pp 05 8.00 15 00 

17. THE "MoCLEARY BILL" FOR CURRENCY REFORM. 16 pp. 05 2.00 10.00 

18. LEGAL TENDER AS A FACTOR IN MONEY. Edward Atkinson. 8 pp. .05 1.00 6.00 

19. EARLY BANKS OF ISSUE IN WISCONSIN. L. Carroll Root. 16 pp 05 2.00 10 00 

80. THE DEMAND NOTES OF 186L R. M. Breckenridge. 16 pp 05 2.00 10.00 

81. THE IMPERIAL BANK OF GERMANY. L. CarroU Root. 8 pp 05 1.00 5.00 

82. INTEREST AND APPRECIATION. Byron W. Holt. 24 pp 05 2.60 12.00 

88. THE SOUTHERN FARMER AND BANKING REFORM. M. B. Hammond 

8pp 05 1.00 5.00 

84. ANNUAL REPORT SOUND CURRENCY COMMITTEE, 1898. 8 pp 06 1.00 6.00 

Except in the case of the first ten pamphlets of Vol. n. the prices quoted aboye 
coyer the cost of addressini? and maiiingr from this of&ce to such lists of addresses 
as may be furnished us for that purpose. 

Liberal Disconnts from the above rates will be made to individuals and organi- 
zations desiring to receive the matter in bulk for distribution by themselves, as 
well as to boolL dealers intending to sell them, and to educators requiring them for 
diassroom use. 

Bemit by New York draft or express or Post-OflSce money order payable to the 
ord^ C^ Lawrence E. Sexton, Chairman Executive Committee. Postage stamps 
will \)o ifeceived for amounts less than $1.00. 

SOUip CURRENCY COMMITTEE. 52 Wujjam Street, New^om '^r. 



Sound Currency. 



A monthly publication devoted to setting forth accurate and timely informa- 
tion upon currency questions. It is intended to cultivate sound thinkm^ among 

the people upon the absorbing issue of currency reform. Vol. I., published in 1891, 
is now out of print. Vols. II., III., IV. and V. were issued as a semi-monthly pub- 
lication at $1.00 per volume. 

The Subscription price per year is 50 cents; in clubs of 10 or more. 35 
cents; and in ciubs of 25 or more, 25 cents. 

Per Per Per 

The Numbers of Tolume TI. are : No. 100. 1,000. 

1. BRANCH BANKING AND DISCOUNT BATES. B. M. Breokenridge. 16 pp. $0.06 $8.00 $10.00 

8. BOND ISSUES AND THE GOLD BESBBVB. W.M.Borke. 16 pp 06 2.00 10.00 

8. A MONETARY CHRONOLOGY. 16 pp .06 2.00 10.00 

4. BANK NOTES AND BRANCH BANKS : A REVIEW OF THE COMPTROL- 
LER'S OBJECTIONS TO CURRENCl REFORM. R. M. BreokenridRe. 

8pp 06 1.00 6.00 

8. GRBSHAM^ LAW AND BIMETALLISM. Henry Dunning MacLeod. 16 pp. .05 8.00 10,00 

6. THE SPANISH SILVER DOLLAR IN MASSACHUSETTS : AN EXAMPLE 

OF GRESHAM^ LAW. Charles H. Swan, Jr. 8pp 06 1.00 6.00 

7. MONETARY REFORM IN RUSSIA. H. Parker Willis. 82 pp 06 8.00 15.00 

8. THE AUSTRIAN MONETARY REFORM. H. Parker Willis. 16 pp 06 2.00 10.00 

9. THE PRINCIPLES OF A BANKING CURRENCY. Charies A. Oonan t. 16 pp. .06 2.00 10.00 

10. DEPOSIT CURRENCY. L. CarroU Root. 16pp 06 2.00 10.00 

11. THE FARMER'S INTEREST IN THE BANKING QUESTION. L. CarroU 

Root. Spp .05 1.00 5.00 

]$. BANKING AND CURRENCY. Lyman J. Gage. Spp 06 1.00 6.00 

The Xmnben of ToliuiieB YII. are : 

1. THE BEGINNINGS OF BANKING. Charles A. Conant. 16 pp 06 2.00 lO.OO 

8. THE GOLD STANDARD IN JAPAN. S. Uchida. 16 pp 06 2.00 lO.OO 

8. BANK NOTE CURRENCY. James T. Moaeary. Spp 05 1.00 11.00 

4. THE NEW CURRENCY ACT. March 14, 1900. 16pp 06 2.00 10.00 

6. STATE BANKING IN M AINE. E. Bimey Stackpole. 83 pp 05 8.00 15.00 

e. OUR MONEY AS IT 13. (8nd ed.) J. H. Ountz. 16pp .OS 8.00 10.00 

7. RECENT MONETARY LEGISLATION. 16pp 05 TOO 10.00 



"Sound Currency Red Book 1896." 

BOUND CURRENCY, 1896. A compendium of Accnrate and Timely Information 
on Currency Questions, intended for Writers, Speakers and Students. New 
York: Reform Club Sound Currency Committee, 1896. Pp. xxxiL+626. 
8vo. Paper, $1.00 ; Qoth, $1.50 ; Half-Morocco, with gilt top, $2.00. (8m 
Speeial Offer below.) 

This volume is a compilation of the issues of Sound Currency prior to Aug. 1, 
1896, most useful for reference. It contains 81 distinct chapters, each written by an 
expert in the subject with which it deals, and will be found a thoroughly compre- 
hensive and accurate handbook. It is carefully indexed and has a full analytical 
Table of Contents. 

** Vite book is a yeritAble anenal of unanswerable factSc It wfll be of great value to all those 
who intend to write or speak on the money question. Its text, where not taken from statutes and 
oflAcial documents. Is by men who have established reputations for a peculiar k>«ywled£e of the sub* 
Jects upon which they have written."— 2V. F. Timet. 



SPECIAL OFFER. 

To get copies of this work into the handit of interested persons at once, it has 
been decided to offer the remaining copies of this work, until the supply is 
exhausted, at one-half the reg^ar prices. 

Special prices: Paper, 50c.; Cloth, 75c.; Half-Moroccot $1.00. 
Postai^e or express charg^es, 88 cts. additional* 



Remit by New York draft or Post Office or Express money order paya- 
ble to the order of Lawrence E. Sexton, Chairman Executive Committee. 
Postage itamps will be received for amounts less than $1.00. 



SOUND CURRENCY COMMITTEE, 52 William Stek^id^^ J[flw^^^ Cot. 



SoiJndCurrency. 

PuBUSHED Monthly by the Sound Currency Committee of the Reform Club. 

Entered as Second-Class Matter at the New York, N. Y., Post-Officb. 

Publication Office, No. 52 William St., New York City. 



Vol. VII., No. 8. 



NEW YORK. AUGUST, 1900. 



j Subscription, 50 Cents. 
1 Single Copies, 5 Cents, 



Each number contains a special discussion of some Sound Currency question. 



The following is a classification of the more important countries of the world 
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Switzerland, Roumania, The Netherlands, Norway, Sweden, Denmark, Japan ^ 
Turkey, Egypt, Australia, British India, Canada^ Porto Rico, Cuba, Haiti, Santo 
Domingo, Costa Rica, British Honduras, Ecuador, Peru, Uruguay, Venezuela, 

Silver. — China, Korea, Straits Settlements, Persia, Mexico, Central America 
(except Costa Rica and British Honduras), Bolivia, 

Inconvertible Paper Based on GcOud,^ Austria-Hungary {99%), Italy (94%f,. 
Greece {65%), Spain {77%), Portugal {75%), Argentina {U%)y Brazil {27%), Chile {90%)^ 
Bulgaria {90%), Servia {85%). 

Inconvertible Paper Based on Silver.-— CoZombia {20%), Paraguay {12^%). 
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to "The World's Banks of Issue," Sound Cubbency, Vol. Ill, No, 9. 
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UNITED STATES.' 

The currency of the United States is maintained upon the gold standard — silver 
and paper being required to be kept at a parity with gold. 

Gold.— The unit is the dollar, weighing 25.8 grains, 0.900 fine (23.22 grains 
pure gold). The multiples coined are the quarter eagle ($2.50), half eagle ($5), eagle 
($10) and double eagle ($20). All are unlimited legal tender. Gold bullion is con- 
Verted into coin at the mints free of charge except for the alloy contained therein. 

Silver. — The unit of the silver coinage is the dcUar of 4i2.5 grains, 0.900 fine 
(871 .25 grains pure silver)— a ratio of 15.98^4 to 1 of gold. Silver dollars are unlim- 
ited legal tender, and are coined in limited quantities only for Government account 
from purchased silver bullion. Purchases suspended since November 1, 1893.* The 
subsidiary silver coins are the dime (10 cents), quarter dollar (25 cents), half dollar 
(50 cents)— weighing respectively 2^, 6^ and 12^ grams,* 0.900 fiile, being about 7 
per cent less in weight proportionately than the silver dollar. Subsidiary silver 
coins are legal tender to the amount of ten dollars. It is the declared policy of the 
Government to maintain the parity in value of the coins of the two metals. 

United States Notes, or ** fpreenbacks**' of which a fixed amount. $346,- 
681,016, remain outstanding — ^the remnant of the forced paper cuiTency of the late 
Civil War. These notes are legal tender for all debts, public and private, except 
duties on imports and interest on the public debt. Since 1879 they have been 
redeemable in ** coin." By the Act of March 14, 19nO, they are made expressly re- 
deemable in gold. When redeemed, they are exchanged for gold in the Treasury 
or otherwise, and thus kept in circulation. 

United States Treasury Notes of 1890.— $155,931,002 issued in pay- 
ments for silver bullion under the so-called Sherman Silver Purchase Act of 1890, 
legal tender for all debts except where otherwise expressly stipulated in the con- 
tract, and receivable for all public dues. Until March 14, 1900, redeemable in gold 
or silver coin at the discretion of the Secretary of the Treasury. The practice was 
to redeem them in gold or silver at the option of the holder. By the Act of March 
14, 1900, they are made redeemable in gold. Prior to March 14, 19(>0, $69,161,002 had 
been redeemed in silver dollars and canceled and retired, leaving $86,770,000 out- 
standing. These are to be retired as rapidly as possible by th^ substitution of silver 
certificates. 

Gold Certificates* in denominations of not less than $20, issued by the Sec- 
retary of the Treasury upon deposit of gold coin, to be held in the Treasury for the 
payment of the same on demand. Though not legal tender, they are receivable for 
customs, taxes and all public dues. One-fourth must be in denominations of $50 or 
less. 

Silver Certificates, issued against standard silver dollars deposited in the 
, Treasury. They are receivable for all public dues, but are not otherwise legal ten- 
der, and are issued in denominations of $1, $2, $5 and $10. The higher denomin- 
ations previously issued, $20, $50, l|lt»0 and $500, are to be retired. 

Currency Certificates, foi-merly issued in denominations of not less than 
$5,000 upon the deposit by national banks of United States legal-tender notes. 
They are no longer issued, and the amount outstanding is being rapidly reduced. 

National Bank Notes, of which the amount outstanding July 1, 1900, was 
$309,640,444. 

These notes are issued by nearly 4,000 banks, and are secured by the deposit of 
U. S. bonds with the Treasurer at Washington, D. C. The issue is limited to the 
face value of the bonds deposited and cannot exceed the capital stock of the issuing 
bank. 

The notes are redeemed at a central redemption agency in the Treasury at 
Washington, where each bank is compelled to mamtain a cash deposit of 5 per cent, 
of i s outstanding circulation. No notes of less denomination than $5 are permitted, 
and at least two-thirds of the issue must be in denominations of $10 and over. The 
shareholders in the issuing banks are individually liable for all debts of the bank to 
the amount of their stock. National bank notes are legal tender in all payments to 
any national bank in the system, for all public dues except duties on imports, and 
in all payments by the United States except interest on the public debt and in 
redemption of the national currency. 

Bank Deposits. —The fact is sometimes lost sight of that bank deposits pay- 

* For fuller description of the<:urrency Bystem of the United States see " Our Money— As It Is,** 
by J. H. Cunta, Sound Cubbbncy, Vol. VII, No. 6; also "The New Currency Act," Sound Gubbbnoy* 
Vol. Vir, No. 4. 

* The gram equals 15.43236 grains. 10 dimes, 4 quarters, or 2 half dollars, are of just the weight 
and fineness of the b-franc piece of the Latin Union. 
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able on demand constitute a specijBS of currency which has come in some countries 
to be much more important than bank notes and should be given full consideration 
in any description of the currency system of a country.* 

The deposits payable on demand in the United States, according to latest 
available figures (June 80, 1899) are approximately as follows : ' 

National Banks $2,600,000,000 

State Banks 1,165,000,000 

Trust Ck)mpanies 835.000,000 

Private Banks (Partly estimated) 365,000,000 

$4,965,000,000 
From this, in order to arrive at the net uncovered deposits, should be deducted 
$880,000,000— the amount of cash, checks and cash items held. This would indi- 
cate that the net amount of uncovered deposit currency was about $4,085,000.00<), 
as given in the following table. 

CIRCULATION STATEMENT— JULY 1. 1900. 





General Stock of 
Money In the 
United States. 


Held in Treasury, 

as Assets of 
the Government. 


In Circulation. 


GovernmeDt Currency : 
Gold coin (Including? bullion in Treasury).... 
•Gold certificates 


fl,036,03l,646 


$220,557,185 


$614,918,991 
200.556 469 


Standard silver dollars 


490.618,052 


15.689,229 


66.429,476 


•Silver certificates 


408 4y!} 317 


Subsidiary sliver 


82.901,6253 
76,027,000 
846.681,016 


6.606,973 

779.508 

26,361.902 


76,294,05l> 
75 247,497 


Treasurv notes of 1890 . 


United States notes 


316.614,114 


•Currei\cy certificates, Act of June e, 1672 


8.705.000 


Total Government Currency 


$2,032,258,736 


$269,994,792 


$1,762,263,944 






Bank Currency : 
National Bank notc^ 


$309,640,444 
4.085,000.000 


$9,478,892 
76.318.391 


$300,161,553 


Deposits (June 30, 1899) 


4,008.686.60a 


Total Bank Currency 


$4,394,640,444 


$85,792,283 


$4,3C8,848,16X 


Grand Total 


$6,426,899,180 


$355,767,075 


$6,071,112,106 







Population of the United States July 1, 1900, Estimated at 77j8ie,000; Circulation per Capita, $78.02, 

* For redemption of outstanding certificates an exact equivalent in amount of the appropriate 
kinds of money is held in the Treasury, and It Isnot Included In the account of money held as assets 
of the Government. 



GREAT BRITAIN AND COLONIES. 
GRBAT BRlTAlff. 

In 1717 the legal reduction of the valuation of the guinea in England to ^ 
shillings placed the coinage system of the country upon a so-called "bimetallic** 
basis at a ratio of 15.21 to 1. But as the actual commercial ratio of the two metala 
was less than 15.21, silver was too valuable to serve as money and gold became, and 
has ever since remained, the standard coin. It was not until 1794 that the commer^ 
cial ratio of silver to. gold rose above 15.21 and thus made silver th6 cheaper coinage 
metal and started the drain of gold from the circulation. To prevent this substitu-f 
tion of silver for gold, the English Parliament, in 1798, prohibited the coinage of 
silver. This measure, which was at first intended to be only provisional, soon 
became definitive, and practically England has had the gold standard since 1798. 
It became legally a gold monometallic country, however, only by virtue of the law 
of June 22, 1816. 

Gold. — The monetary unit, the pound sterling, is represented in the coinage 
system bv the sovereign, a gold coin weighing 7.988 grams (123.274 grains), fineness 
0.91 6|— thus containing 7.322 grams, or 113.0016 grains of fine gold ($4.866563). The 
legal coins of Great Britain are the half-sovereign, sovereign, two-sovereign and 
five-sovereign pieces. The gold coins in actual circulation, however, consist only 
of sovereigns and half-sovereigns. 

^ For a full explanation and discussion of this topic, see "Deposit Currency," published in Sound 
Ctjbbbncy, Vol. VI, No. 10. October, 1899. 

« Deposit* of one bank in another bank are not included here. 
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Individuals may deposit gold at the royal mint for coinage and receive therefor 
in coin £8 178. 10 ^d. per ounce of standard gold; but as a matter of fact, only the 
Bank of England sends bullion to the mint. By the Bank Act of 1844 that institu- 
tion is required to receive all the gold brought to it by the public, and pay therefor 
immediately, at the rate of £3 17«. 9d. per standard ounce. The dijfference of \\d. 
compensates the bank for the loss of interest between the day it deposits the gold at 
the mint and the day it receives it again in the form of coin, and leaves it beside a 
small brokerage for its services. 

Silver — The silver coins of Great Britain are the following: 



Denomination. 


Weisrtat in- 


Fineness. 


Pure Silver 

Contained, 

Grains. 


Value compared 
with Silver in 




Grams. 


Qrains. 


United States 
Silver Dollar. 


Crown .^ 


28 276 
14.188 
11.810 
5.665 
2.828 
1.414 


480.355 
218.177 
174.515 
87.267 
43.684 
21.818 


.925 
.925 
.925 
.U25 
.925 
.925 


403.628 
201.814 
161.445 
80.722 
40.861 
20.181 


$1.0S7 
.544 


Jlorin 

8hilUnK 


.435 
.217 


SixDenoe 


.108 


Threepence 


.054 







Silver is legal tender only to the amount of £2 ($9.73). The legal weight ratio 
in coinage between gold and silver is 1 to 14.38781. Silver is coined only for gov- 
ernment account. 

Bank Notes. — There is no Government paper money in circulation. The fol- 
lowing is a statement of the average bank note circulation in April, 1900. t 



Names of Banks. 



Issued against 
Coin and Bullion. 



Uncovered. 



Total. 



Bank of England 

EDglish joint stock banks (28). 
English private banks (38) . . . . 

Scotch banks (!0) , 

Irish banks (6) 

Total 



£80,496,530 



4,610,859 



£17,775,000 

983,f79 

410.788 

2,676 850 

6,854,494 



£48.271.630* 

932 5:9 

410.788 

7,286.709 

6,651,392 



£35,403.787 



£28,149,156 



£63,552,943 



* O r t his total issue £18,280,385 was in the banking department of the Bank of England— leaving 
only £29,991.145 in outside circulation. 

Bank Deposits. — Owing to the fact that no uniform statements are required 
to be published, it is impossible to give more than an approximate statement of the 
amount of bank deposits in Great Britain possessing the characteristics of currency. 
From a compilation of such statements as are published, it appears that the 
aggregate amount of deposits in 1899 was about £825,700,000.' Making an allow- 
ance of £300,000,000 for time deposits, of a character similar to our savings bank 
deposits, and deducting £100,000,000 estimated as held by the banks in reserve or 
on deposit in the Bank of England, and the £18,000,000 reserve of the Bank of Eng- 
land, the net tmcovered currency deposits would be not far from £500,000,000, or 
about $2,500,000,000. 

The total bank clearings in London in 1899 were £9,150,000,000, and in five 
pther leading cities in England, £526,000,000. 

Estimated Currency Circulation in €b^«»t Britain.— Gold, $462,300,000 
Silver (subsidiary), $111,900,000; uncovered notes, $140,000,000; uncovered deposits 
$2,500,000,000. 

CANABiU 

Gold— Canada has the gold standard, bat no gold coinage of her own. The 
-gold coins of the United States pass current and are legal tender at par, and the 
Sovereign of the United Kingdom at the fixed valuation of $4,866. There is very 
little gold in actual circulation. The Minister of Finance holds at present (July, 
1900) about $11,000,000 as a reserve against the outstanding Dominion notes. The 
amount in the banks, chartered, private and savings, is estimated to be about $10,- 
000,000 more. 

^Banker's Magazine (London), April, 1900, p. 519. 
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Silver. — The silver coinage dates from 1870, previous to which the small silver 
pieces in circulation were mainly those of the United States. The coins are entirely 
subsidiary in character, of denominations of 5c., 10c. , 25c. and 50c., and are legal 
tender to the amount of ten dollars. The total coinage since the establishment of 
the mint in 1870 jbo January 1, 1899, has been about $(5,850,000, of which $5,000,000 
may be estimated as still in circulation. 

Dominion Notes may be issued by the Minister of Finance to the extent of 
$20,000,000, redeemable on demand in gold, being secured by a reserve of wWch at 
least 15^ of the total issue shall be gold, and at least 25^ gold and Dominion securi- 
ties guaranteed by the Imperial Government, the remaining 75^ being covered by 
ordinary Dominion securities held by the Minister of Finance. The issue of notes 
may be increased above the $20,000,000 limit upon the deposit of gold to the fuU 
extent of the additional issue. Dominion notes are legal tender, and are issued in 
denominations of 25c., $1, $2 and $4, as well as the usual higher denominations 
The aggregate issue is now $24,600,000, about $17,000,000 of which are held by the 
banks as reserves. 

Bank Notes. — Notes may be issued by the 36 chartered banks of Canada, to 
the amount of their paid up capital stock. These notes are secured by being made 
a first lien upon the assets of the issuing banks and by a guaranty fund in the cus- 
tody of the government equal to 5^ of the circulation, as well as by the double 
liability of the shareholders. A distinctive feature of the currency system is its 
elasticity. For being based on commercial assets, like deposits, it expands and 
contracts according to commercial needs. 

The amount in circulation, April 30, 1900, was $43,908,432. 

Bank Deposits- — The total amount of deposits payable on demand, accord- 
ing to the statement for April 30, 1900, was $100,500,000. The total amount of 
cash held was $27,000,000. Making allowance also for $10,300,000 of checks on 
hand, the net uncovered deposits amount to $63,200,000. 

Estimated Currency Circulation in the Dominion of Canada.— Gold, 
$21,000,000; silver (limited tender), $5,000,000; uncovered paper, $57,500,000, 
(being Dominion notes §24,600,000, plus banknotes $43,900,000— less metallic reserve 
in the Treasury $11,000,000) ; uncovered deposits, $63,200,000. 

BRITISH INDIA* 

The fundamental monetary law of British India dates from August 17, 1835. 
With the demonetization of gold by Lord Dalhousie in 1853, the standard became 
silver monometallic, and so remained until the closing of the mints in 1893. The 
monetary unit is the rupee of the legal weight of 180 Troy grains, fineness 0.916f , 
and containing 165 grains of pure silver. Until 1893 the coinage of silver was 
unlimited, and the mint charge *2i per cent. \ 

The act of the (Governor-General of India in council of June 26, 1893, closed the 
Indian mints to the free coinage of silver from and after the date of its passage, but 
did not change the weight, fineness or legal-tender character of the rupee. Silver 
may still be coined in Cidia on Government account, and the Government holds 
itself ready to furnish new rupees to individuals in exchange for gold at the rate of 
the silver rupee for 16 pence in gold, or 15 rupees for £1 sterling— a ratio of about 
22 to 1.* It was not found possible at first to maintain this arbitrary rate of ex- 
change; but for some time past the value has kept very close to 16 pence. The 
rupee has thus become, virtually, a token coin maintained at a value nearly 50 per 
cent above its bullion value. In consequence, India can no longer be said to have 
a silver standard. For a time it had an arbitrary standard closely approximating 
gold. A Commission has recently reported in favor of maintaining the currency 
upon a gold basis at the present rate— 16 pence per rupee, and steps have been taken 
to that end, so now the country is on the gold basis. 

The rupee is thus equivalent now to 7.53344 grains of pure gold, of 32.44 cents. 

Large payments are estimated in lacs of 100,000 rupees and in crores of 100 lacs. 
A crore thus equals 10,000,000 rupees— written 10,000,000 Rs. or Bs. 10,000,000, or 
Rs. 1,00,00,000. But it is the custom to express large amounts in tens of rupees, 
thus Rx 1,000,000 = 10,000,000 rupees. The rupee is subdivided into 16 annas. 

The sUver rupee and half rupee are unlimited legal tender, provided the coins 
have not lost more than 2 per cent in weight and have not suffered deterioration 
otherwise than by abrasion. The quarter rupee and eighth rupee are legal tender 
only to the amount of fractions of the rupee. There is a coinage charge of 1 per 
per cent for gold. The ratio of gold to silver in the original coinage was 1 to 15. 
Gold sovereigns are now legal tender at the rate of Rs. 15 = £1. 



* More closely 21.902 to 1. 
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The denominations, weight, fineness, etc., of the gold and silver coins of British 
India are shown in the following table : 



Gold. * 


Weight, 
Grains. 


Flueness. 


Pure gold con- 
tained, Grains 


Value in U. S 
GK.ld Coin. 


Double Mohur (orifirlnally SO rupees) . . . 

Mohur (originally 15 rupees) 

Two-thirds Uohur (originally 10 rupees) 
One-third Mohur (originally b rupet-s). 


86(1 
180 
120 
60 


.9I6§ 
.9^61 

.9iei 

.9161 


880 
ItiS 
110 
55 


$14,212 
7.106 
4.7S4 
2.867 



Silver* 



Bupee 

One-half rupee 

One-four h rupee 

One-eighth rupee •«, 



Weight, 
Grains. 



isr.ooo 

90.000 
45 000 
22.t00 



Fineness. 



.916i 
.91 
.9 61 
.91ti§ 



Pu re sUT^r con- 
tained, Grams. 



165.000 
8*^.500 
41250 
20.625 



Value cnm- 
pjired with sU' 

▼er in U. 8. 
BilTer Dollar. 



fO.444 
.222 
.111 
.0^ 



Currency Notes. — Previous to the law of July 16 1861, providing for the 
issue of a paper currency through a Government departvient of public issue, there 
were three ** chartered banks of India" (at Bengal, Bombay and Madras) authorized 
to issue bank notes to the amount of 52,000,000 rupees, a privilege of which that 
law deprived them, substituting a system of currency notes of the Government of 
India, payable to bearer on demand. Geographical districts of issue have since 
then been established from time to time, and the notes made legal tender within the 
district for which they were issued and made payable only at the place of issue ; 
they are also receivable for Government dues, irrespective of the place of issue. 

At present there are eight circles of issue, which issue notes ranging from 5 to 
10,000 rapees in value, in exchange for silver coin at par, and at Calcutta and in 
Bombay in exchange for gold coin or bullion at the rate of 1 rupee for 7.53344 grains 
of fine gold, t.e., 15 rupees for £1 in gold — a ratio of about 23 to 1. 

The whole amount of the coin and bullion thus received is retained as a reserve 
for payment of the notes issued, with the exception of a. fixed amount which is 
Invested in Government securities. The maximum limit of the amount so invested 
was originally fixed in 1882 at 60,000,000 rupees. The issues having largely 
expanded, the Government of India was empowered in 1890 to raise the limit to 
80,000,000 rupees, and again in 1896 to 100,000»0<»0 rupees. 

The amount of currency notes in circulation on November 7, 1899, was 271,- 
566,355 rupees, of which all except the 100,000,000 rupees mentioned above was 
covered by coin and bullion. Of the Rs. 17,17,66,409 held, Rs. 11,45,84,573 was silver, 
and Rs. 5,71,81,836 was gold, including Rs. 30.00,000 gold held in England. 

Bank Deposits. — The deposits (exclusive of government deposits) *of the 
three Presidency banks on December 31, 1899, amounted to Rs. 112,052,495, the 
cash held at the same date being Rs. 43,794,318. It is impossible to ascertain the 
deposits of the native bankers, among whom there is a considerable use of checks, 
drafts and bills of exchange. 

Estimated Carrency CireuVation in Briti«-h India. — Silver (full legal 
tender), $750,000,000; uncovered currency notes, $33,000,000; uncovered deposits, 
$30,000,000. 

AUSTRALASIA. 

The basic monetary system of all the Australasian colonies is the same as that 
of Great Britain. The main differences are those relating to the use of credit cur- 
rency. * 

Bank Notes. — In general, the banks of the Australasian colonies, except in 
Queensland, are free to issue bank notes up to the amount of their respective 
capitals, and in most cases to the further amount of coin held by them. The notes 
are made a first lien upon the assets. They are quite heavily taxed — ^usually two 
per cent per annum. The general use of coin for hand to hand circulation leaves 
scant room for the circulation of notes, and in consequence the note circulation is 
relatively much less important than the deposits. The aggregate circulation of all 
the banksof Australasia in the third quarter of 1899 was only £4,118,726 ($20,500,000). 

Oepo^its* — The currency function of deposits has been quite fully developed 
throughout the most of the Australasian colonies. 
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The following table* gives the circulation, current accounts and cash reserve of 
the banks of the various colonies in the third quarter in 1899: 





Current* 
Accounts. 


Circulating 
Notes. 


Cash Reserve. 


victoria 


£11.386,682 
10,878.266 
6.014,495 
5.008,276 
2,634.414 
2.416.084 
1.517.257t 


£ 883.556 
1,239.878 
1,151,029 

821,881 
380,1-5 
142,247 


£6,946,451 
5,831,150 
2,654,028 
1,99'»,43» 
1,719,890 
1,666,417 
642,461 


New South Wales * 


New Zealand 


QueeoBlaod 


Western Australia 


South Australia 


Tasmania 




Total 


£39.853,474 


£4,118,726 


£21,458,836 





* Not Including time deposits bearing interest, amounting in the aggregate to over £50,000,000 
more. 

t Estimated at one-half the entire amount of deposits. 

Batimated Carrency Circalation of Australasia.— Gk)ld, $132,000,000; 
silver, limited tender, $6,400,000; bank notes, $20,500,000; uncovered deposits, 
$142,000,000. 

MINOR BRITISH COIiONIES. 

Except as noted, the monetary systems of the following colonies are the same 
as that of Great Britain. 

The Bermudas.— The legal tender is British currency— British silver without 
i limit. 

Turk and Caicos Islands. — Commercial accounts are kept in dollars and 

fovemment accounts in sterling. The legal currency British sterling. United 
tates gold and silver, Spanish, Mexican and Columbian gold doubloons and 
Jamaica nickel tokens, 

Newfoundland. — The legal tender currency is British sterling. United States 
gold and Colonial coins. Accounts are kept in dollars and cents. 

British Honduras.— On Oct. 15, 1894, United States gold was adopted as the 
standard. In 1898 the pai)er currency consisted of §112,3& of government notes 
There was also a subsidiary silver coinage of <;200,000. 

Mauritius, Africa. — ^Accounts are kept in rupees and cents and the currency 
is based on silver. There is a government note issue, with a circulation of about 
Bs. 3,000,000, in notes of five, ten and fifty rupees. 

The Gambia, Africa.— The legal tender is the currency of the Latin Union. 
There is no note currency. 

Sierra Leone, Africa. — British gold doubloons and the coins of the Latin 
Union, all of which are legal tender. There is no note circulation. 

Gold Coast Colony, Africa.— The currency and legal tender is the British 
sterling, with Spanish, American and French gold coins, and under a local ordinance 
gold dust at the rate of £3 12 shillings per ounce. American dollars and other sil- 
ver coins are currency, but are not legal tender. 

Gibraltar.— The legal currency is that of Great Britain; but Spanish money 
continues to be freely current, and the depreciation of the silver currency in Spain 
thus affects Gibraltar. 

Cyprus. — The English sovereign, half-sovereign, Turkish lira and Turkish 
franc. Silver: the English florin, 6 pence and 3 penny pieces. Bronze ; the legal 
piastre (9^1 shilling). There is no note circulation. 

British Guiana.— British and American gold coin and British silver coin are 
legal tender. Bank notes by the Colonial and the British Guiana Bank amounted 
on March 31, 1893, to $145,547. 

Ceylon. — The legal tender currency is the rui)ee of India and its silver sub- 
divisions. There is no limit to the legal tender of silver. The divisional coins, 
instead of being denominated as fractions of a rupee, are 50, 20, and 10-cent 
pieces— the rupee being divided into 100 cents, instead of 16 annas, as in India. 
Ceylon copper coins, representing 5 cents, 1-cent, a half -cent and a quarter-cent, are 
also currency. 

The Ceylon Government issues currency notes of Rs. 5, 10, 50, 100, 500 and 
1,000. The amount in circulation at the end of 1899 was Rs. 11,760,950, against 
-wMch the Government holds a large amount of silver. 

Five banks have establishments in Ceylon; the Mercantile Bank, the Bank of 



^ Bankers' Magazine London \ Vol. 69, p. 262. 
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Madras, the National Bank, the Hong Kong and Shanghai Bank, and the Chartered 
Bank of India, London and Ceylon. 

The Straits Settlements. — The legal-tender currency consists of the Hong 
Kong silver dollar, the silver dollar of Spain, Mexico, Peru and Bolivia; the 
American trade dollar and the Japanese yen, provided that no dollar shall be a legal 
tender unless it is of the same fineness and intrinsic value as the Hong Kong dollar, 
and is of not less than 415 grains troy weight. There are silver and copper coins 
representing fractional parts of the dollar. The bank-note circulation is small. 

Hong Kong. — The currency consists of the silver dollar of Mexico and the 
Hong Kong dollar coined at the local mint and of small silver and bronze coins, 
together with a small amount of bank-notes. The circulation of the Hong Kong and 
Shanghai Banking corporation Dec. 31, 1899, was 12,642,716 dollars (equivalent to 
about $6,000,000, gold). 

Cape of Good Hope.— British currency. The bank-note circulation within 
the colony January 1, 1899, amounted to £845,028 ($4,225,000). 



GEBMAN EMPIRE. 

The fundamental laws of the present monetary system of Germany are those of 
December 4, 1871, and July 9, 1873. The former was concerned exclusively with 
the creation of the gold coins of the Empire and provided for the retirement of the 
old gold coins— dealing with silver only to authorize the retirement of the current 
silver coins. The supplemental law of July 9, 1873, organized the new monetary 
system. 

Go^d. — The standard is gold (monometallic), and the monetary unit the mark, 
of 100 pfennige. A kilogram of fine gold is coinable into 2,790 marks. The gold 
coins are : 





LegeU weight in 


Fineneps. 


FiLe Qold Contained. 


Value in 


Denomination. 


Oram?. 


Grains. 


Grams. 


Grains. 


U.S. 
Goldcoin.. 


£0 marks ( Oouble Crown) . . '. 

10 marks iCrown) 


7.96t»5 
8.98247 
1.991^ 


122 918 
61459 
S0.729 


.900 
.900 
.900 


7.168458 
3584229 
1.792114 


110.626 
55 818 
27.656 


$4,764 

8.883 


5 marks (Half crown) 


1.191 



As to gold, the law of 1873 made no change in the law of 1871, save to authorize 
the coinage of the 5-mark gold piece, and to allow the coinage of 20-mark gold 
pieces on private account when the mints were not occupied on account of the State. 

Silver. — The coinage of silver is solelv on account of the State— the total coin- 
age being limited to 10 marks per capita of the population of the Empire. Silver is 
legal tender to the amount of 20 marks. All these coins are exchangeable for gold 
at the public treasuries. 

In effecting its monetary reform Germany called in all its old silver coins, with 
the exception of its thalers, which are still in circulation to the amount of about 
400,000,000 marks, the thaler being reckoned as equivalent to 3 marks of the new 
system. These thalers are full legal tender to any amount. Up to the end of 
March, 1893, there had been sold by the German Empire 7,205,152 lbs. of fine silver 
as the result of melting silver coins of the nominal value of 672,862 730 marks, 
producing an aggregate of 574,055,532 marks— the loss thus being 98,807,197 marks, 
24,400,000 of which, however, must be charged to abrasion of the coins melted. 

The denominations, weight and comparative values of the silver coins are : 



Denomination. 



6 marks... 

2 marks . . . 

t mark — 
50 pfennige, 
2U pfennige 



Legal weight in— 



Grams. Grains, 



27.7777 
11.1111 
66656 

S.7777 
1.1111 



428.fi76 
171.470 
85 736 
42.867 
17.147 



Fineness. 



.900 
.900 
.900 
.900 
.900 



Pure Silver Contained. 



Grams. Grains. 



S5.00 
10.00 
5.00 
8.60 
1.00 



885.809 

154 823 

77.161 

88.581 

16.432 



Compared 
witti Sil- 
ver in U. 
8. SUver 
Dollar. 



$1,089 
.416 
.206 
.101 
.048 



The total net coinage of subsidiary silver from 1872 to the end of 1899 was 515,- 
829,088 marks ($125,000,000). Recent legislation provides for the recoinage of the 
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remaining silver thalersioto subsidiary coin until the total of sncli coins shall amount 
to 15 marks per capita. There are now supposed to be about 360,000,000 marks in 
thaler coins in existence, of which nearly half are in the vaults of the Imperial 
Bank. The coinage of subsidiary silver coins called for by the new act will take 
about 270,000,000 marks. 

Imperial Treasury Notes.— G^ermany has set aside Jf. 120,000,000 in coined 
gold as a war fund. Against this fund a like amount of Treasury notes have been 
} issued. At the end of December, 1894, there were outstanding 20,000,000 marks in 
denominations of 5 marks, 30,000,000 in denominations of 20 marks and 70,000,000 
marks in denominations of 50 marks, — ^a total of 120,000,000 marks, or approxi- 
mately $30,000,000. These notes are accepted at par in payment at all treasuries 
of the Empire and of the Confederate States, and on demand are redeemed in coin 
at the Imperial chief treasury. In private transactions they are not a legal tender. 

Bank Notes.— The predominating bank is the Imperial Bank of Germany 
which by the law of April 29, 1899, had its capital increased to 180,000,000 marks 
($45,000,000). It has the right to issue notes without any fixed limit, but must 
maintain a cash reserve equal to one-third the aggregate circulation— the other 
two-thirds being covered by short time commercial i)aper. If its uncovered circu- 
lation (t. e., circulation above cash held) should exceed 450,000,000 marks, ($112,- 
500,000), the bank is subject to a tax at the rate of 5^ per annum upon the excess. 

Of the independent banks in Germany only seven have the right of note issue. 
They are subject to practically the same regulations as the Imperial Bank. Their 
tax-free uncovered circulation is limited to 91,600,000 marks. 

At the end of December, 1899, the circulation of the Imperial Bank was 
. J/". 1,258,940,000 ($314,740,000); while the notes of the seven independent banks of issue 
added about 3f. 200,000,000 more — making an aggregate bank-note circulation of 
about M, 1,450,000,000 ($362,500,000). The reserve held by the Imperial Bank at 
the same date consisted of M, 469,000,000 of gold and M, 231,000,000 of silver. 

Bank Deposits.- The currency function of bank deposits has never been 
developed in Germany to any such extent as in Great Britain or the United States. 
The total amount of deposits and accounts current subject to check in the Imperial 
Bank was M, 475,620,000 on Dec. 31, 1899. The number of accounts at that date 
was 14,987. The deposits and accounts current of the 96 non-issuing private 
banks in 1894 were M. 486,386,000 ; and their acceptances M, 613,110,000 more. The 
cash held by such banks at the same time was M. 232,552,000— leaving net uncov- 
ered deposits and acceptances of M. 866,944,000. Adding the deposits of the Imperial 
Bank and of the seven other banks of issue, it will be found that the aggregate 
uncovered deposits are about M. 1,400,000,000. 

In the matter of* activity of circulation, it appears that with an average of only 
$68,000,000 of deposits, excluding those of the Imperial and State Treasuries, the 
checks drawn in 1899 amounted to $16,400,000,000 — over 250 times the average 
amount on deposit. 
► Another instrumentality for the extension of the check and deposit system in 

Germany is the department of check accounts recently added to the postal system. 
A financial correspondent explains it as follows: 

The Byetem of postal checkB, which was first brought forward by the Government last winter, in 
A tentative way, has now been definitely adopted by the post-offlce, and It will be set in operation 
soon. It Is confidently expected that this measure will work a very considerable revolution in the 
German money market. It will give an immense impetus to the use of checks in making small pay- 
ments. Payment by check is still comparatively rare in Grermany, except where rather large amounts 
Are Involved ; but the use of these instruments of exchange has been making rapid progress since the 
organisation of the Relchsbank. From now on the small tradesmen and many other people will find 
it to their advantage to keep an account with the post-office, in order to enjoy the cheap facilities it 
win offer for making and receiving payments of money. • This fact will, of itself, have a great effect in 
f^vlug mobility to the circulation ; but a still greatere fleet in this direction will doubtless follow from 
-the arrangement that the moneys accumulated by the post-office through the new system are to be 
i;urned over directly to the Relchsbank. The bank will thus be brought Into much more intimate 
relations with the money market, as well as with the people, than ever before.^ 

Estimated Cirenlation in tke German Empire.— Gk)ld, $672,800,000 ; 
\ «ilver thalers, $88,700,000 ; silver, limited tender, $119,500,000 ; nncovered notes, 
f 165,000,000 ; nncovered deposits, $350,000,000. 

* Londop Economist, Dec. 9, 1890. 
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AUSTRIA-HUNGARY.* 

The monetary system established in Austria-Hungary in 1857, was based on the 
silver standard, with the florin of 100 kreutzers as the monetary unit. The coinage 
of silver on private account was suspended in 1879. 

But wh&e Austria-Hungary has been legally a country with a single silver 
standard, practically it has had no metallic money in circulation. For nearly half 
a century it has, with the exception of about eight months, had nothing but an irre- 
deemable paper currency issued by the Austro-Hungarian Bank in denominations 
of 10, 100 and 1,000 florins, and by the Treasury in denominations of 1, 5 and 50 
florins. For a long series of years there was a premium on silver, but since the end 
of 1878, silver and paper have been at par. The value of the silver florin, owing 
to the limitation of the coinage of silver, is considerably greater than that of the 
pure metal it contains. 

The provisions of the recent Austro-Hungarian currency reform are embodied 
in the legislation of 1892. 

The new monetary system is gold monometallic, and the gold crown of 100 
hellers (farthings) the monetary unit. The new currency is to consist of gold, sil- 
ver, nickel and bronze coins. 

The denominations, weight, etc., of the coins of the Austro-Hungarian Empire 
are as f oUows : 

AUSTRO-HUNGARIAN COINAGE SYSTEM. 



Coins. 



Ck>ld Coins. 



20 crowns 

10 crowns...... 

{8 florins... 
4 florins... 
1 ducat.... 
4 ducats.. 



Silver Coins. 

Icrowu 

Maria Theresa Thaler 

(Levantine) 

Old 2 florins 

System. " 1 florin 

20 kreutzer , 

^10 kreutzer 



Gross Weight. 


Fineness. 


Flue Weight. 


In grams. 


Ingrains. 


In grams. 


Ingrains. 


6.775067 
3.387534 


104.5552 
62.2776 


.900 
.900 


6.097561 
3.048780 


94.0997 
47.0498 


6.45161 
3.22580 
3.49)9 
13.9636 


99.5635 
48.7817 
53.H73 
216.491 


.900 
.900 
.986i 
.986| 


5.80645 
2.90322 
8.4424 
13.7696 


89.6072 
44.8 36 
53.124 
212.497 


6.0000 


77.1618 


.835 


4.1750 


64.4301 


28.0668' 
24.691358 
12.345679 
2.66667 
1.66667 


433.137 

381.0468 

190.5229 

41.1529 

25.7206 


.8331 

.900 

.900 

.600 

.400 


23.3890 

22.22222 

11.11111 

1.33333 

.66667 


360.947 

342.9412 

171.4706 

20.6764 

10.2887 



Value 
inU. S. Gold 
Coin. ^ 



$4.05252 
2.02626 
3.85904 
1.92962 
2.2878 
9.1514 



Note. — The gold unit prior to 1892 was the gold florin, containing .72585 grams of pure gold, 
equivalent to $0.4824; the new gold unit is the crown, containing .304878 grams of pure gold, equiva- 
lent to $.202626. The current florin In gold (2 crowns) is^hus worth $.40525 — a reduction of about 16 
per cent from the original gold florin, or about 17% per cent from the original gold value of the sUver 
florin. 

The coinage charge is 4 crowns for 1 kilogram of gold for the bank and 6 on. 
private account. The gold trade coins, 4 ducats and 1 ducat, continue to be coined 
as heretofore, but are not legal tender. 

The ratio of gold to silver in the new system is 1 to 13.69. Silver is coined only 
on account of the State. Silver coins are unlimited legal-tender at their nominal 
value to the State ; to private parties to the amount of 25 crowns. The Levantine 
or Maria Theresa silver thalers continue to be minted as trade coins with the old 
weight and fineness. 

The monetary agreement between Austria and Hungary is to remain in force 
until the end of 1910. Arrangements are to be made at the proper time for the 
retirement of the State paper currency and the resumption of specie payments. 
Austrian pai)er money is to remain in circulation provisionally. The pax>er florin is, 
like the silver florin, to be worth two crowns. 

The introduction of the coins of the new system will be made by degrees, iu 
the course of several years, during which time the coins of the old silver standard, 
as well as the State notes, will remain current. The coins of the new system, 
multiplied by two, are to be the same value as the pieces of the old silver and pai)er 
currency— 1 silver or paper florin, for instance, being equal to 2 crowns, and i 

^ For more detailed iaformation as to the recent Ausitrian monetary ri^form, the reader la. 
referred to Sound Oorrkmct, Vol. VI, No. 9. '* Austrian Monetary Reform,** by H. Parker Willis. 
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kreutzer to 2 hellers. The value of the new crown is $0.2026 against $0.4824, the 
value of the old gold florin. 

State Treasury Notes* issued by the Imperial government. This i)articu- 
lar form of Austrian paper currency dates from 1866, when the notes of the 
Austrian national bank were taken over by the Government and became legal- 
tender State notes. The retirement of these notes is provided for in the legislation 
of 1892. Prior to that date, the maximum issue was 412,000,000 fl., less the amount 
of exchequer bills (*' salt-works notes") outstanding, which latter obligation was 
not to exceed 100,000,000 fl. Recently the State notes have been reduced to about 
112,000,000 fl. 

The currency having been depreciated for many years^ the recent measures 
looking to a resimiption of specie payments provided for the coinage of a new 
crown-currency to take the place of the old fljorin-currency, and based it upon the 
gold standard at the average market value of the government paper currency. 
Though specie payments have not yet been resumed, the actual currency has not 
been much depreciated below the new standard — generally less than one per cent. 
The Treasury now holds gold suflficient to redeem all its notes. 

Recent declarations of the Minister of Finance indicate that specie payments 
will be resumed in about three years. The withdrawal of the remaining State 
notes will not begin until the Bank is in possession of a large stock of the coin that 
is to replace them. It will be several years before they are all withdrawn and 
replaced by coin. In the meantime the Bank will issue 80,000,000 florins in lO-crown 
notes ($2.00) which, with 32,000,000 florins of silver 5-crown pieces, wiU suffice to take 
up the 112,000,000 florins of State notes. 

The emission of new bank notes in the crown currency will complete the 
change from the old to the new system of Austrian currency. - 

Bank Notes. — The sole bank of issue is the Bank of Austria Hungary, with 
a capital of 90,000,000 florins ($36,000,000). It has about 200 branches and agencies. 
Like the Bank of Germany, there is no definite limit fixed for the circulation. A 
coin reserve of at least 40^ of the circulation must be held. The bank is compelled 
to pay a tax at the rate of 5^ per annum upon any uncovered circulation in excess 
of 200,000,000 florins ($80,000,000.) 

At the end of December, 1899, the circnlation amounted to 728,981,770 florins 
($291,000,000); the metallic reserve consisted of 393,004,636 fl. gold, and 106,078,874 
fl. silver. The bank also held 9,962,140 fl. in State Notes and 10,095,162 fl. in 
foreign bills. During the year there were eight occasions on which the uncovered 
circulation exceeded 200. 0()0,oOO fl. The tax paid upon the excess circulation was 
81,125 fl. ($33,000) as compared with payments of 214,683 fl. in 1898. 

Bank Deoosits. — The Austro-Hungarian Bank contributes very little to the 
currency of the country in the way of deposits. The aggregate amount of deposits 
on Dec. 31, 1899, was only 21,569,593 florins. Nevertheless, the total drafts on these 
accounts in the course of the year were 1,457,130,616 florins— indicating great 
activity in comparison with the average deposits in England and the United States. 

Another agency of much importance in this connection is the Austrian Postal 
Savings Bank, which accepts deposits of not less than 100 florins, subject to check. 
The total amount of checks drawn ui)on these accounts in 1898 was 1,057,510,556 fl. 
The total deposits at the end of 1898 were 49,873,336 fl. (|20,000,000).» 

The 57 Austrian joint stock and private banks are reported to have had on Dec. 
51, 1897, 567,040,000 fl. of accounts current. Their cash reserve was only 42,- 
565,000 fl.« 

Estimated Cireulation in Austria-Hang^ary.— (3K>ld. $221,400,000 ; silver, 
$147,300,000; uncovered paper, $80,000,000; uncovered currency deposits, $200,- 
000,000. 

THE L.ATIN UNION. 

(FBAKOB, BELGIUSI, SWITZEBI^AND, ITAIiY AND GBSEOS.) 

Previous to the formation of the Latin Union there had existed a de facto mon- 
•etary union between France, Belgium, Italy and Switzerland, the three latter 
■countries having adopted the system established by the French law of the 17th of 
Germinal, year xi (April 6, 1803), the basis and monetary unit of which was the 
fiQver franc, and which granted legal currency to gold, that metal being freely 
coined at a ratio (to silver) of I : 15^. 

^Volkswirthschaftliche Mittheilungen auB Ungarn, 1899, pp. 104-131, 991-1004. For a careful Btudy 
of the use, functions and law of checks in Austria, see Dr. Josef Raudnitz' " Der Oesterrelchische 
•check^setsentwurf im Verglelche sur auslandischeu checkgesetzgebung," in Mittheilungen dea k. k. 
^Danz-Ministeriums (Austria-Hungary). IV. Jahrgang, Heft 3, pp. 648-700. 

» Statesman's Year Book, 1900, p. 885. 



Digitized byCjOOQlC 



132 



SOUND CURRENCY. 



The change, however, in the commercial ratio of the value of the preciona 
metals, consequent on the enormous production of gold in California and Australia, 
caused an ever increasing substitution of gold for silver in the monetary systems 
of these countries. During the period from 1848 to 1860 gold almost entirely took 
the place of silver which had, previously, largely predominated in the circulation. 
Subsequent to 1860 the process of substituting gold for silver threatened to extend 
itself to the field of subsidiary coin. In order to prevent the withdrawal of small 
silver, certain of the coimtries lowered the fineness of the smaller denominations. 
This introduced a new element of difficulty, for the new laws provided for different 
grades of fineness. Thus the old uniformity was lost and the desire to regain it 
led to a convention of delegates from the di^erent States in 1865. By the monetary 
convention of December 22, 1865, and the formation of the Latin Union, the con- 
tracting States maintained the so-called double standard and the existing ratio of 
value of 1 to 15i, but substituted the 5-franc piece the only standard (full legal ten- 
der) silver coin. 

By the convention of 1865 each of the contracting States obligated itself ta 
receive into its treasuries the coins manufactured by the others, without limitation 
as to the value, in the case of gold coins and 5-franc silver pieces, and to the amount 
of 100 francs in the case of smaller silver pieces in any one payment. It was 
further stipulated that the latter should be legal tender in the country that issued 
them, to the amount of 50 francs, between private parties in any one payment, and 
that they should be taken back by such country and exchanged for gold or 5-franc 
silver pieces, this obligation to be prolonged during the two vears beginning with, 
the expiration of the convention. This first convention of the Latin Union, to 
which Greece became a party in 1867, was concluded for a period of fifteen years, 
with a provision for tacit renewal. It maintained the fineness of 0.900 for the 
5-franc silver piece, and permitted the free coinage of both metals at the ratio of 
15^ to 1, thus putting the Latin Union under the so-called bi-metallic system. 

The depreciation of silver, forced the contracting powers first to limit and then 
to susi)end the coinage of the 5-franc silver piece. These measures were taken in 
fulfillment of special conventions dated January 31, 1874; April 26, 1875, and 
Februarys, 1876. 

The convention of 1865 expired on the 1st of January, 1880. A new convention 
of the 5th of November, 1878, prolonged the duration of the Latin Union for five 
years. The convention now in force is dated November 6, 1885. By its terms the 
suspension of the coinage of the 5-franc silver piece is maintained in the countries- 
of the Union. It was likewise stipulated in the convention of 1885 that the coins 
of each of the contracting powers should be received by the treasuries of the others, 
as well as by the banks of France and Belgium, and that the Union might be termi- 
nated any time after January 1, 1891, by giving one year's notice. Since the latter 
date the monetary treaty has been continued from time to time and there have 
been various meetings of the convention of the Union for the purpose of settling- 
the difficulties arising from bad distribution, and congestion, of coin. These diflfi- 
culties have been very considerable and the Union would long since have broken up- 
had it not been for the necessity that each country redeem from the others the five- 
franc pieces struck in large quantities by each State during the early period of 
depreciation. France is a large holder of these depreciated coins and the smaller 
States are* bound to her by the necessity of redemption; for which, in case of disso- 
lution of the Union, the treaty of 1885 provided elaborate rules. 

In brief, therefore, the Latin Union has now the single gold standard — ^the 
coinage of gold being tmlimited and that of silver suspended. The ratio of gold to 
silver is 1 to 15^ ; 3,100 francs being coined out of a kilogram of standard gold, and 
200 francs out of a kilogram of standard silver ; 3,444J francs out of a kilogram of 
pure gold, and 222 1^ francs out of a kilogram of pure silver. Gold coins and the 
5-franc silver pieces are Unlimited legal tender. 

Gold. — The gold coins are : 



Denomination. 


Legal Weight In— 


Fineness. 


Fine Weight in— 


Value in 
U.S. Gold 




Grams. 


Grains. 


Grams. 


Grains. 


Coin. 


100 francs 


32.258 
16.129 
6.452 
8.226 
1.613 


497.818 
248.909 
99.564 
49.782 
34.891 


.900 
.900 
.900 
.900 
.900 


29.032 
14.516 
5.806 
2.903 
1.452 


448.036 
224.018 
89.607 
44.803 
22.402 


$19,295 
9.647 


60 franca 


20 franca 


8.959 


10 francs 


1.929 


5 francs 


.965 







uigitizea Dy VjOOQIC 



TEE WORLD'S GUBBBNCIES, 



13a 



Silver. — The franc is known as the lire in Italy, and as the drachma in 
Greece. The only fnll legal-tender silver coin is the 5-franc piece. 
The silver coins are : v 



Denomination. 


Legal Weight in— 


Fineness, 


Fine Weightjn— 


Value Com- 
pared with 

Silver In U. S. 

Silver Dollar. 




Grams. 


Grains. 


Grams. 


Grains. 


5 francs 


25 
10 

5 

2.5 

1 


385.809 

154.323 

77.162 

38.581 

15.432 


• .900 
.835 
.835 
.835 
.835 


22.5 
8.350 
4.175 

2.088 
0.835 


347.228 

128.85 

64.43 

32.21 

12.88 


$0,935 


2 francs 


.347 


1 franc y 


.174 


50 centimes 


.087' 


20 centimes 


.03& 







The centime is called the centesimo (plural, centesimi) in Italy, and the lepton 
(plural, lepta) in Greece. The silver coins of less denomination than*5 francs, are 
legal tender between individuals to the amount of 50 francs, and are receivable by 
the State to the amount of 100 fi*ancs in single payments. 

FBANCE. 

Bank Notes.— The sole bank of issue is the Bank of France, which is authorized 
to issue notes, without restriction as to reserve, up to 5,000,000,000 francs. It op- 
erates a large number of branches. On Dec. 24, 1899, the outstanding circulation 
amounted to 3,937,894,690 francs — the metallic reserve at the same time consisting 
of 3,039,456,484 francs. 

Bank Deposits. — The currency use of deposits in France has not been far de- 
veloped. At the end of 1899 the deposits of the Bank of France subject to check 
amounted to only 512,361,646 francs ($102,500,000) of which over five-sixths was at 
Paris and the rest at the various branches. The use of checks, however, is grow- 
ing.* 

Of the entire receipts and jyayments of the Bank in 1899, amounting to 146,- 
900,000,000, francs, no less than 102,600,000 000 francs was in checks, etc.; 41,200,- 
000,000 francs was in notes, and 3,100,000,000 francs in coin. 

At the end of 1899 the Bank had 37,290 open accounts subject to check. The 
checks drawn in 1899 aggregated 64,200,000,000 francs— about 145 times as much as 
the average amount on deposit — indicating great activity. 

The amount of accounts current and deposits subject to check in the other 
banks of France far exceeds the amount shown by the Bank of France. Professor 
Leroy-Beaulieu states the accounts current of the four leading deposit banks as 
1,057,000,000 francs, and deposits payable on demand as 983,000,000more— making a 
total of 2,040,000,000 francs." 

Estimated Currency Circulation in France.— Gold, $810,600,000 ; silver, 
full legal tender, $366,100,000 ; silver, limited legal tender, $54,000,000 ; uncovered 
paper, $180,000,000 ; uncovered deposits, $300,000,000. 

BEIiGIUM. 

Like France, Belgium has the coinage system of the Latin Union, described 
above, and there is. no other Government currency. 

Bank Notes.— The only bank notes are those issued by the National Bank of 
Belgium, which operates under a charter granted in 1872. The charter has recently 
been extended until 1929. The Bank has a capital of 50,000,000 francs ($10,000,000). 
Though the government has no share in the capital stock, it does have a voice in 
the management of the bank. The Treasury also shares in its profits in several 
ways.* 

Notes are issued in denominations of 20, 50, 100, 500 and 1,000 francs. There is 
no absolute limit to the amount of notes which can be issued. The bank is required 
to hold specie to the amount of one-third the notes in circulation and other demand 
liabilities, though this requirement may be, and usually is, waived by the Minister 
of Finance. As a matter of fact the reserve on Dec. 31, 1899, was less than 17 per 

' The Governors of the Bank of France in their last annual report, alluding to the Increaoed 
re<?elpt of checks, etc., In the clearing system, say "The clearings constitute a means of payment of 
great convenience and absolute safety, and one which permits important economies In the uso of 
money. We are pleased to see the method entering more and more into general use." 

« Bankers' Magazine (N. Y.), Vol. 60, p. 776. 

• As amended by the newcharter, the Government not only receives services worth about 286,00» 
francs but levies an annual tax of % of one per cent on the average circulation in excess of 375,0()0,00O 
francs, and one-fourth of the net profits of the bank in excess of 4 per cent. The State also receives ali 
receipts from discounts in excess of 3% per cent. 
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cent of the notes and demand deposits. The notes are receivable for public dues 
and are a legal tender only so long as they are redeemed in coin on demand, 

The amount of notes in circulation on Dec. 31, 1899, was 589,504,170 francs. 
The reserve at the same date consisted of 92,585,640 francs in gold, 11,173,000 francs 
in silver 5-franc pieces and 4,142,807 francs in subsidiary coin — ^maMng a total re- 
serve of 107,901,447 francs. The average circulation during the year 1899 was 
538,076,400 francs. 

Bank Deposits. — The amount of deposits subject to check in the National 
Bank on Dec. 31, 1899, was 88,765,140, francs. Nevertheless, the transactions in 
such accounts, during the year 1899, aggregated 14,494,000,000 francs— more than 
160 times the average amount of deposits. 

There are in operation nearly sixty joint stock and private banks, but no data 
as to their deposits is attainable. 

Estimated Carreocy Cirealation in Belffrium.— Gold, $30,000,000 ; silver, 
full legal tender $40,000,000 ; silver, limited legal tender, $5,000,000 ; uncovered pa- 
per $96,000,000 (being bank notes, $118,000,000 ; less metallic reserve $23,000,000); 
deposits $25,000,000. 

SWITZERLAND. 

Bank Notes* — There are now 34 banks of issue in Switzerland. The circula- 
tion issued by each bank cannot exceed twice the paid up capital and must be pro- 
tected by a metallic reserve of 40 per cent. The smallest notes permitted are for 50 
francs ($10). The aggregate circulation on January 27, 1900, was 218,021,700 francs 
($43,000,000). The reserve at the same time was 110,323,755— mostly gold. 

Bank Deposits. — ^The aggregate amount of current account balances and 
other engagements at sight at the close of 1897 was 200,000,000 francs ($40,000,000). 

Estimated Currency Circulation of Switzerland.— Gold, $24,000,000; 
silver, $10,700,( 00; uncovered paper, $21,000,000 (being bank notes, $43,000,000 ; less 
metalic reserves, $22,000,000); deposits, $40,000,000. 

ITALY. 

State Notes — In 1894 the six banks in Italy formed a syndicate to lend the 
Government 1,000,000,000 lire, and to issue notes in representation thereof. Upon 
the abandonment of forced currency the syndicate was dissolved, and the syndicate 
notes became a State debt. The amount of these State notes outstanding on August 
31, 1899, was 452,384,455 lire ($90,000,000), against which the treasury held a large 
metallic reserve. In addition to these State notes the Italian Government issues 
silver certificates in denominations of 1 and 2 lire (20 cents and 40 cents). Of these 
there were in circulation on August 31, 1899, 80,844,489 lira ($16,000,000), fully 
covered by silver coin held, and not included in the amount of reserve stated above. 

All the paper currency is now depreciated^below par with gold— in July, 1900, 
about 1%, ' "* 

Bank Notes. — There are only three banks of issue in Italy. Their circulation 
cannot exceed three times the capital (with, however, certain exceptions) and must 
be protected by a metallic reserve of forty per cent, whereof three-fourths must be 
in gold. 

Their aggregate circulation at the close of 1899 was 1 ,215,000,000 ($243,000,f00), 
against which they had a metallic reserve of 463,000,000 lire ($92,600,000)— 390 ,000,- 
000 lire ($78,000,000) in gold and 73,000,000 lire ($14,600,000) in silver. 

Bank Deposits. — The banks open cun-ent accounts, some interest bearing, 
others not. The total amount of such accounts in the three issue banks payable on 
demand, in December, 1899, was 300,000,000 lire. The amount of similar deposits in 
the private banks is not reported. 

Estimated Circulation of Italy.— Gold, $98,000,000; silver, full legal tender, 
$16,000,000; silver, limited tender, $27,900,000; uncovered paper, $214,000,000 (being 
composed of State notes and certificates, $106,000,000; plus bank notes, $243,000,000; 
less metallic reserves, $135,000,000); deposits, $50,000,000. 

GREECE. 

Bank Notes. — There are only two banks of issue in Greece— The National 
Bank of Greece (which recently absorbed the Epiro-Thessalian Bank) and the Ionian 
Bank. Th^re notes are leg^al tender, and irredeemable. They are authorized to 
issue 14,000,000 drachma! in denominations of 1 and 2 drachmai, in addition to 
large amounts, as a loan to the Government, and on their own business. 

The Ionian Bank, with a capital of £315,507, reported on Jan. 12 1900, a circu- 
lation of ^3,822,143 drachmai, including the 5,0"0,000 drachmai in small notes 
allotted to this bank. The National Bank of Greece is reported by the Bulletin de 
Statistique to have had a circulation on Dep. 31, 1899, of 125,800,000 francs, and 
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deposits and current accounts of 51,300,0d0 francs. At the same time its metallic 
reserve was reported to be only 1,900,000 francs. 

Estimated Stock of Money in Oreece.— Gold, $500,000; silver, $1,500,000; 
uncovered paper, $24,600,000 (being composed of Government notes, $2,700,000; plus 
bank notes, $22,400,000 ; less metallic reserves, $500,000). 



SPAIN.* 

Though not a party to the conventions of the Latin Union, Spain, by a decree of 
the 19th of October, 1868, adopted its monetary system. The monetary unit is the 
silver peseta, equivalent to the franc. It has the same gold and silver coins as the 
Union, to which a gold 25-pe8eta piece was added August 20, 1876. 

The coinage of gold is free, and there is no coinage chargefor that metal. 
Since 1878 silver has been coined only on account of the State. The coinage ratio 
of gold to silver is 1 to 15i. For the weights of the coins, the reader is referred to 
the tables describing the coins of the Latin Union. Gold and the S-peseta silver 
piece are unlimited legal tender; divisional silver coin, t.e., all silver coins of less 
value than 5 pesetas, only to the amount of 50 pesetas. 

Spain did not discontinue the coinage of silver as France did, but on the con- 
trary, the continued fall in the price of silver only accelerated the coinage of that 
metal on State account. The total coinage in the twenty years ending with 1897-8 
was 660,000,000 pesetas (nominally, $132,000,000). Since June 30, 1898, the coinage 
of silver has been stUl further increased. The silver coins, with the fall in silver, 
depreciated below the value of gold. 

Bank Notes. — The only bank of issue in the country is the Bank of Spain. 
Its notes are legal tender, and form a large part of the circulation. The Bank is 
Intimately associated with the Treasury, and in the last few years of financial dif- 
ficulties has had to advance larger and larger sums to the Government. To do this 
its circulation has been largely expanded. As the notes are redeemable in nothing 
but the depreciating silver coin, they have depreciated. At the present time the 
premium on gold is about 28 ; that is, the currency depreciated ai»out 33 per cent be^ 
low the value of gold. The bank is authorized to issue notes to the amount of 
2,000,000,000 pesetas. 

The aggregate circulation at the end of December, 1899, was 1,517,900,000 
pesetas ($300,000,000). The reserve held was 702,500,000 pesetas ($140,000,000), con- 
sisting of $68,000,000 gold and $72,000,000 silver. 

Estimated Circulation in Spain.-~Gold, $53,400,000; sUver, $100,000,000; 
uncovered notes, $160,000,000 (beihg bank notes, $300,000,000; less metallic reserve, 
$140,000,000). 

SCANDINAVIAN UNION. 

SWEDEN, NORWAY AND DENMARK. 

The Scandinavian Monetary Union embraces, Sweden, Norway and Denmark. 
These three kingdoms concluded in 1873 and 1875 a monetery convention based on 
the employment of the single gold standard and on a common system of coins and 
money of account. The krone or crown, divided into 100 ore, is the monetary unit. 
This is also the monetary system of the Faroe Islands, Greenland, Iceland, St. 
Croix, St. John, and St. Thomas. 

Gold.— The gold coins are : 



Denomioation. 


Legal Weight In— 


Fineness. 


Fine Weight In— 


Value In 
U. S. Goia 




Grams. 


Grains. 


Grams. 


Grains. 


Coin. 


20 crowna 


s.oeofj 

4.4803 


ias.282 
69.141 


.900 
.90J 


8.0 U52 
4.03226 


124.454 
62.227 


$5.36 
2 08 


10 crowns 







From one kilogram of fine gold 2,480 crowns are coined. The coinage of gold 
is unlimited. The coinage charges for gold are one-quarter per cent per kilogram 
fine for 20-crown pieces, and one third per cent per kilogram fine for 10-crown 
pieces. 

»For fuller data, see "Currency System of Spain", in Sound Currency, Vol. V.JJo. 15.^ Also 
"Spanish Currency ", by A. De Fovllle, In Journal of Political Economy t Dec., 1898. 
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Silver. — The silver coins are : 



Denomination. 



2 crowns 
1 crown.. 

60 Ore 

4e0re 

25 Ore 

10 Ore 



Legal Weight in— 


Fineness. 


Fine Welglit in— 


Grams. 


Grains. 


Grams. 


Grains. 


15.000 


231.486 


.800 


12.000 


185.188 


7.510 


115.743 


.800 


6.000 


92.594 


5.000 


77.1«2 


.600 


3.000 


46.297 


4.000 


61.729 


.600 


2.400 


87.038 


2.420 


37.34H 


.600 


1452 


22.407 


1.450 


22.376 


.400 


0.580 


8.950 



Value com- 
pared with 

Silver in U. S. 

Silver DoUar. 

$0,499 
.249 
.125 
.100 
.060 
.024 



Silver coins are legal tender as follows : The 2 crown and 1- crown pieces to the 
amount of 20 crowns; the 50, 40, 25 and 10 ore pieces to the amonnt of 5 crowns. 
Silver is coined only on account of the Government. 

All the coins above mentioned have legal currency in the three kingdoms. The 
Monetary Convention does not limit the coinage by the Governments of the silver 
or bronze coins. In each of the three States there are public treasuries at which 
any sum of fractional coin divisible by 10 crowns may be exchanged for gold. 

Bank Notes.— Neither of the countries of the Scandinavian Union has any 
othet paper money than bank notes. 

In Sweden notes are issued by the National Bank (Riksbank) and by 21 private 
joint stock banks. The denominations now issued are 5, 10, 50, 100 and 100 crowns. 
The aggregate circulation, Dec. 30, 1899, was 148,931,042 crowns (about $80,000,000). 
The reserve consisted of 38,066,709 crowns in gold and 24,731,789 crowns in silver 
and bank notes. 

In Norway, the Bank of Norway is the only bank of issue. Its circulation at 
the close of 1899 was equivalent to $17,300,000, against which it held a gold reserve 
of $9,000,000. Over half the circulation is in denominations of 5 and 10 crowns 
<fl.34 and $2.68). 

In Denmark, the sole bank of issue is the National Bank of Denmark. Its cir- 
ctdation at the close of 1899 was $27,000,000. Its reserve at the same time consisted 
of $20,400,000 in gold. 

Bank Deposits. — The currency function of bank dex)osits has little developed. 
At the end of 1899 the amount of current accounts in the three countries, so far as 
reported were : 

National Bank of Denmark $2,120,000 

BankofNorway 5,400,000 

National Bank of Sweden .*... 10,600,000 

Private banks of Sweden 10,200,000 

In Norway about thirty of the leading provincial banks have united to establish 
at Christiania a Norwegian central bank, of 6,000,000 crowns capital, having for 
one of its principal objects the rendering of services incidental to a clearing house. 



THE NETHERLANDS. 

When England in 1816 adopted the gold standard, Holland, or the Netherlands, 
which then had the single silver standard, went over to the double standard, with 
the ratio of gold to silver of 1 to 16.873. They returned in 1847 to the silver stand- 
ard, and afterward, in 1875, again replaced the latter by the double standard at a 
ratio of 15.625 to 1 — having already in 1873 temporarily suspended the privilege of 
free coinage of silver on private account. The country is thus in the i)osition of 
France and the United States in that it has a large amount of full le^ tender 
silver coinage, which, however, is kept on the basis of the gold standard. The 
fundamental monetary law of the country at the present time is that of June 6, 
1875. The monetary unit is the guilder or florin, of 100 cents. 

Gold —The only standard gold coin is the 10-florin piece, which has a legal 
weight of 6.720 grams, 0.900 fine, and contains 6.048 grams (93.335 grains) of fine 
gold, worth in U. S. gold $4 019. Thus out of a kilogram of pure gold there are 
coined 1,653,439 florins. No 5-florin pieces have as yet been coined. 

In addition to these legal tender coins certain trade coins have heretofore been 
coined, which are not legal tender. These are the double ducat and the ducat, 0.98S 
fine, and containing, respectively, 6.8692 and 3.4346 grams of pure metal. 

The coinage of gold is free and the coinage charge is 5 florins per kilogram. 
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The Bank of the Netherlands ordinarily buys pure gold at 1647 florins per kilogram 
and sells it at 1653 florins. It also sells ^rins at 1658 florins per kilogram. 



Silver.— The silver coins are: 



Denomination. 



Rijksdaalder (2V^ florins) 

Florin 

Half-florin 

26-cent piece 

10-cent piece 

S-cent piece.. 



Legal Weight In— 



Grams. 



25 

10 
6 

3.575 
1.400 
0.685 



Grains. 



885.809 
154.823 
77,160 
65.170 
21.604 
10.571 



Fineness. 



.946 
.945 
.945 
.640 
.640 
.640 



Fine Weight in— 



Grams. Grains. 



23 626 
9.450 
4.726 
2.288 
0.896 
0.438 



364.681 
145.832 
73.916 
35.308 
18.824 
6.765 



Value Com- 
pared with 

Silver in 

U. S. Silver 

Dollar. 



$0,982 
.893 
.196 
.095 
.037 
.018 



The standard silver coins (rijksdaalder, florin and half-florin) are unlimited 
legal tender. Silver fractional coins are legal tender to the amount of 10 florins. 
The free coinage of standard silver coins, has been permanently suspended since 
December 9, 1877. The coinage of fractional silver is wholly on Government ac- 
count. 

The monetary system of the Netherlands colonies is the same as that of the 
mother country. 

Bank Notes*— The Bank of the Netherlands, founded in 1814, has the ex- 
clusive right of issue. Its capital is 16,000,000 florins ($6,400,000). No notes of less 
denomination than 25 florins ($10) are issued. The Bank must maintain a coin re- 
serve of 40 i)er cent of its notes, outstanding drafts and accounts current. Decem- 
ber 31, 1899, the amount of its notes in circulation was 230,250,000 florins ($92,100,- 
000), while its metallic reserve amounted to 122,850,000 florins ($49,150,000). 

Government Notes.— In addition to the bank notes there are Government 
notes in circulation to the extent of 15,000,000 florins ($6,030,000). 

- Bank Deposits.— It is only in the larger commercial cities in Holland that 
the check and deposit system is favorably received. The Bank of the Netherlands 
receives no interest- bearing deposits. Its accounts current are payable at sight. 
They do not, however, amount to a large sum. At the end of 1899 they were only 
8,850,000 florins ($1,540,000). The principal reason for this is that the Bank not 
only pays no interest, but charges a commission of one-half per cent on all pay- 
ments. 

There are also private and joint stock banks in the Netherlands doing a deposit 
and current account business. No statistics as to the amount of such business are 
available. 

Estimated Stoek of Money in the Netherlands.— Gold, $30,200,000; silver, 
full tender, $52,900,000 ; silver, limited tender, $3,500,000 ; uncovered notes, $48,- 
950,000 (being State notes, $«,000,000 ; plus bank notes, $92,100,000 ; less metallic re- 
serve, $49,150,000); deposits, $5,000,000. 



PORTUGAL. 



The present monetary system of Portugal was established by the law of July 
29, 1854, and is nominally gold monometallic, with the milreis of 1,000 reisas mone- 
tary unit. One thousand milreis, or a million reis, is called a conto. 

Gold. — Gold is coined in unlimited amounts on private account at a mint 
charge of 1 milreis per kilogram. 





Legal Weight in— 


Fineness. 


Fine Weight in— 


Value in 

U.S. 
Gold Coin. 


Denomination. 


Grams. 


Grains. 


Grams. 


Grains. 


Crown, or 10 milreis 


17.735 
8.868 
8.647 
1.774 


273.686 
186.843 
64.786 
27.868 


.916% 
.916% 
.916% 
.916% 


16.2571 
8.1284 
8.2518 
0.6256 


250.878 
125.439 
50.175 
25.088 


$10,804 


Half-crown, or 5 milreie 

Fifth-crown, or 2 milreis 

Tenth-crown, or 1 milreis 


5.402 
2.161 

1.08 



Silver. — Silver, like copi)er, is coined only in divisional coins. 
Silver is legal tender only to the amount of 5 milreis, but by Lisbon commercial 
usage larger payments are accepted in that metal. 
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Denomination. 


Legal Weight In— 


Fineness. 


Fine Weight in— 


Value com- 
pared with. 

silver in 
U. S. Silver 

Dollar. 




Grams. 


Grains. 


Grams. 


Grains. 


5 Testones, or 500 rels 


12.5 
5.0 
2.5 
1.25 


192 900 
77.1tiO 
38.58J 
19.290 


.916% 
.916% 
.916% 
.916% 


11.4582 
4.5833 
2.2916 
1.1458 


176.825 
70.780 
85.865 
17.682 


$0,476 


2 Testones, or 200 rels 


.190 


Testone, or 100 rels 


.095 


Half-testone, or 50 rels 


.084 



Dank Notes. — The notes of the bank of Portugal, at present inconvertible^ 
constitute the actual currency of the country. They are legal tender, and are con- 
vertible only in silver. They are depreciated below par — the premium on gold in 
1H98 averaging 54i per cent. The total amount outstanding December 30, 1899, was- 
68,568,013 milreis. At the average quotation for 1898 the milreis in currency (either 
silver or paper) is worth just about *0 cents. 

Bank I>epo«it«. — So far as can be judged from the Bank of Portugal, the 
deposit system has made but little progress in Portugal. The Bank of Portugal's 
deposits at the end of 1899 were only 3,150,000 milreis, while the current accounts 
were but 303,637 milreis. There are other banks in Portugal; but no data as to the 
extent of their check and deposit business are at hand. 

Estimated Stock of Money in PoFtu«al —Gold, $5,200,000; silver, $9,600,- 
000; uncovered notes, |55 ,000,000 (being bank notes, |68,500,0p0; less metallic reserve, 

$13,500,000). 

KUS8IA.» 

Gold. — ^As the result of legislative and administrative steps taken in 1896 and 
subsequently, the currency of Russia has been established upon the gold basis. 
Prior to that time, for many years, the actual currency was inconvertible x)apeT 
issued by the government through the National Bank. This currency for the 
twenty years ending with 1896 fluctuated in value between 50 and 75 per cent of 
its nominal value in gold, as fixed by the coinage law of December 17, 1^85. 

In returning to a gold basis in 1896 it was decided to pass to that standard on 
the basis of the existing gold value of the credit ruble, then very nearly two-thirds 
its nominal value; consequently the number of grains of gold to constitute a gold 
ruble was reduced precisely one-third. That is, the old Imperials, which had there- 
tofore been known as 10-ruble pieces, now became 15-ruble pieces; the old half- 
Imperial, or 5-ruble piece, now became 7^ rubles. By a latter act, new 5 and 10 
ruble pieces have been provided for, so that the gold coinage is now as follows: 



Coins. 


Gross Weight in— 


Fineness. 


Fine Weight In— 


Value In 

U. S. Gold 

Coin. 


Grams. 


Grains. 


Grams. 


Grains. 


15 Rubles (Imperiai) 


12.9039 
8.6026 
6.4520 
4.3013 


199il37 
132.758 
99.568 
66.379 


.9:^0 
.900 
.900 
900 


11.6183 
7.7423 
5.8067 
3.8712 


179.223 

119.482 

89.612 

59.741 


$7,718 
5.145 


10 Rubles 


7V2 Rubles (Half Imperials) 


8,859 
2.578 


5 Rubles 



Gold is unlimited legal tender. 

Siiver* — In the recent monetary reform no change was made in the weights or 
fineness of the silver coins, which therefore remain as fixed by the law of December 

17, 1885, as follows : 



Coins. 



Ruble 

Half-ruble 

Quarter-ruble. 

20 Copecks 

15 Copecks 

10 Copecks 

5 Copecks 



Gross Weight in— 


Fineness. 


Fine Weight in— 


Grams. 


Grains. 


Grams. 


Grains. 


19.9957 

9.9978 

4.9989 

3.599 

2.699 

1.799 

.899 


308.580 
154.290 
77.145 
55.544 
41.H58 
27.772 
13.886 


.900 
.900 
.900 
.500 
.500 
.500 
.fiOO 


17.99 1 

8.9980 

4.4990 

1.799 

1.849 

.899 

.449 


277.723 
138.861 
69.430 
27.772 
20.829 
13.886 
6.948 



The three larger silver coins are legal tender to the amount of 25 rubles in one 
payment ; the smaller coins, to the amount of 3 rubles. The government 'I'reasuries 
received all these coins, to any amount, in all payments except customs duties. 



»For further information, see "Monetary Reform in Russia,' 
Currency. Vol VI, No 7, July, 1899. 



by H. Parker Willis, In Souni^ 
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The coinage of silver is on GJovernment account only. The coinage ratio be 
tween gold and the larger silver coins is 1 :23.243+ . The smaller silver coins contain 
only one-half the same relative amount of silver. The aggregate circulation of the 
three larger sUver coins is especially limited by law to 3 rubles per capita. 

Bank Notes.— The sole bank of issue is the Bank of Russia, the entire capital 
of which is supplied by the State. Up to 600,000,000 rubles the circulation must be 
covered to the extent of 50 per cent by gold ; beyond 600,000,000 rubles, every note 
issued must be fully covered by gold. Since the inauguration of the recent mone- 
tary reforms, the circulation has fallen off very considerably, owing to an effort 
on the part of the financial authorities to substitute gold for the smaller notes in 
the channels of actual circulation. At the end of 1894, it amounted to 1,071,000,000 
rubles. By the end of 1898 it had fallen to 683,200,000 ; and on Dec. 23, 1899, it 
was only 525,610.000 rubles. The coin reserve at the latter date aggregated 887,- 
250,000 rubles. 

Bank Deposits. — The amount of deposits^.at sight and current accounts of 
private persons, commercial and industrial establishments in the Imperial Bank at 
the end of 1899 was approximately 150,000,000 rubles ($75,0U0 000). There are in 
addition quite a number of private or joint stock banks. They were reported at the 
end of 1894 to have $100,000,000 of deposits and current accounts subject to check. 

Estimated Currency Circulation, December, 1899 : Gk>ld, $793,000,000*; 
silver, $134,000,000*; deposits, $175,000,000. 



ROUMANIA. 

Cola.— The laws of April 14, 1867, and April 3, 1879, introduced the system of 
the Latin Union into Roumania, the franc being called the lei, and the centime the 
bani ; but in 1890 a measure was passed by the Roumanian Chamber, abrogating 
the double standard, and substituting for it the single gold standard with a sul> 
sidiary silver coinage, legal tender to the amount of 50 lei ($10). In effecting this 
change the accumulated silver was sold at 75 per cent of its face value. The mints 
are now closed to the coinage of both gold and silver, except on account of the State. 

Bank Notes.— The only bank of issue is the National Bank of Roumania. The 
law of 1890 introducing the single standard into the country limited the issue of its 
notes in the proportion of 2i paper to 1 of gold. On the 31st of December, 1899, its 
metallic reserve was 37,400,000 lei (in addition to 14,380,000 in foreign gold bills), 
and its circulation, 108,700,000 lei. The deposits were about 70,000,000 lei. 

Estimated Stock of Money in Roumania.— Gold, $13,100,000; silver, 
$7,100,000 ; uncovered notes, $14,200,000 (being bank notes, $21,700,000; less metallic 
reserve, $7,500,000) ; deposits, $5,000,000. 



SERVIA. 

Coin.— The monetary system of Servia was assimilated to that of the Latin 
Union by the law of November 11, 1878. The franc is called the dinar, and the 
centime the para. It was provided that after the gold pieces had been put in cir- 
culation the 5-dinar piece should be legal tender only to the amount of 500 dinars, 
and the smaller silver pieces only to the amount of 50 dinars, thus making the 
country practically gold monometallic. 

Bank Notes. — The only bank of issue in the coxmtry is the National Bank of 
Servia. Its issue of notes may not exceed three times its metallic reserve. Its cir- 
culation at the end of 1899 was 34,300,000 dinars ($1 000,000), and its metallic reserve, 
16,200,000 dinars ($240,000). These notes, which are not at par with gold, constitute 
the main currency of the country. 

Estimated Stock of Money in Servia.— Gold, $1,500,000; silver, $2,000,- 
000 ; uncovered paper, $3,760,000 (being bank notes, $7,000,000; less metallic reserve, 
$3,240,000). 

BULGARIA. 

The currency system under the law of May 27, 1880, is based on that of the 
Latin Union, with the equivalent of the franc known as lev or lew. The coins pro- 
vided forare the same as those of Servia. As yet, however, only silver coins have 
been struck. In the meantime, foreign gold coins have been given oflacial recog- 
nition at prescribed rates. 

Bank Notes.— There is a National Bank of Bulgaria, with headquarters at 
Sophia, and branches in five other cities. Its capital is 10,000,000 lews ($2,000,000). 
On Nov. 15 1899, its circulation amounted to 3,300,000 lews. It held a cash 
reserve of 4,300,000 lews. 



^Rasaian Journal of Financial Statistics, No. 1, p. 236. 
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The bank has been nnable to keep the currency on a gold basis— the gold pre- 
mium advancing in 1899 from 7^ to Hi per cent — and by a decree of Nov. 13, l§99y 
its notes were to be redeemed only at their current exchange value in silver— this- 
suspension to be operative until Dec. 31, 1900. 

Bank Deposits. — The aggregate dex)osits and current accounts of the bank 
on Nov. 15, 1899, were 64,800,000 lews ; but no information is available as to what 
proportion of this is subject tx> check. 



TURKEY. 

Gold.- The monetary system of Turkey has the piaster, equal to 40 paras. 5 
aspes, as monetary unit. The gold coins are the 500, 250, 100, 50 and 25 piaster 
pieces, all of the same fineness, viz., 0.916f. The 100-piaster piece, or gold medjidie,. 
IS called the Turkish pound. It has a gross weight of 7.216 grams and a fine weight 
of 6.6146 grams. The gross and fine weight of the other gold coins are proportional 
to those of the Turkish pound. The mint charge for gold is 1 per cent. 

The following table shows the weight, etc., of the gold coins of Turkey^ 
expressed both in grams and in grains. 



Denomination. 



500 pidBters. 
250 piasters. 
100 plasters. 

50 piasters. 

26 piasters. 



Weiglit in- 



Grams. t Grains. 



Fineness. 



36.^80 
18.040 
7.216 
8.6 8 
1.804 



556.817 

278.408 

111.363 

55.681 

27.840 



.916% 
.916% 
,916% 
.916% 
.916% 



Pure Gold Contained. 



Grams. 



33.0730 

16.5365 

6.6146 

3.3073 

1.6536 



Grains. 



510.416 
255.208 
102.082 
51.041 
25.520 



Valne in 

U. S. Gold 

Coin. 



$21,982 
10.991 
4.396 
2.198 
1.099 



Silver. — The silver coins are the 20, 10, 5, 2, 1 and half piaster pieces, 0.83O 
fine. The 20-piaster piece has a gross weight of 24.055 grams, and a fine weight of 
19.9656 grams. The 10, 5, 2, 1 and half piasters have a proportional gross and fine 
weight. The ratio of gold to silver was originally 1 to 15.09. By a decree the 
Government lowered the value of the 20-piaster piece to 19 piasters, in consequence 
of which the ratio of gold to silver is 1 to 15 J. The coinage of silver is suspended,, 
and the currency kept on a gold basis. 

Bank Notes. — The only bank of issue in Turkey is the Imperial Ottoman 
Bank. Its notes are payable exclusively in gold. Its reserve is generally greater 
than its circulation. Thus at the end of 1899 it had a reserve of about $9,300,000^ 
and a note circulation of only $4,100,000. 

Bank Deposits* — The private accounts current of the Imperial Ottoman 
Bank amounted on Oct. 31, 1899, to 8,015,000 Turkish pounds (|13,500,000). 

Estimated Stock of Money in Turkey.— Gold, $50,000,000; silver, $40,- 
000,000 ; uncovered notes, none ; uncovered deposits, $10,000,000. 



EGYPT. 

The gold standard was introduced in Egypt by the law of Nov. 14, 1885. The 
monetary unit is the Egyptian pound, which is divided into 100 piasters, and the 
I)aister into 10 ochr el guerches. 

Gold. — The mint coins gold on individual account. Gold alone is full legal 
tender but the gold pieces of other nations are taken at official rates. The coins set 
forth in the following table are provided for, though only the pound and 50 piaster 
pieces have been coined. When, by ordinary abrasion, these coins have come ta 
weigh less than 8.44 and 4.22 grams respectively, they cease to be legal tender, but 
are received by the Treasury at their nominal value. 



Egyptian pound, 
50 piasters 

20 piasters 

10 piasters 

5 piaster^ 



Gross Weight in— 



Grams. 



8.50 
4.25 



1.70 
.85 
.42 



Grains. 



131.175 
65.587 

26.285 

.13.117 

^.558 



Fineness. 



.875 
.875 

.875 
.875 
.875 



Fine Weight in— 



Grams. 



7.437 
3.719 

1.487 
.744 
.372 



Grains. 



114.778 
57.389 

22.955 

11477 

5.739 



Vaiue in 

U. S. Gold 

Coin. 



$4,943 
2.471 



.494 
.247 



Silver. — The silver coins are 1, 2, 5, 10, and 30 piasters. The weight of thd 
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piaster is 1.4 grams (21.604 grains). The fineness is only .833 J ; so the fine weight 
is only 1.167 grams (18.003 grains). 



JAPAN. 

The currency of Japan, before the admission of foreigners into the country, con* 
sisted of a gold coin, the kobang, and a silver coin, the ichibu, coined at a ratio of 
about one to four. The Japanese promptly discovered the danger to which this 
exposed them, and altered the valuation to correspond more nearly with the ratia 
in other countries. 

In 1871 there was an entire reorganization of the currency system, designed ta 
place it upon a gold basis. The gold yen containing 25.72 grains of gold, .900 fine, 
(23.148grainsof pure gold) was made the standard unit, and the gold coins were 
made legal tender for any amount. At the same time, in order to meet the situa- 
tion created by the circulation of the Mexican silver dollar at the treaty ports, pro* 
vision was made for the fi*ee coinage of a silver yen containing 416 grains of silver, 
nine-tenths fine. In 1875 this silver yen was replaced by a new coin called the trade 
dollar containing 420 grains of silver, nine-tenths fine — thus being the precise coun- 
terpart of the American trade dollar. These coins were not designed for circulation 
in the interior but solely for use in the treaty ports in opposition to the Mexican 
dollar. They were legal tender at* the treaty ports in payment of all customs duties 
and taxes by the foreign residents as well as in all monetary transactions between 
the Japanese and foreigners. Until 1876, however, the relative legal value of the 
silver yen and the gold yen for such purposes was fixed at 100 silver yen equal ta 
101 gold yen— thus making the prescribed legal ratio 16.015 instead of the coinage 
ratio of 16.175. In 1876 the silver pieces were made legal tender on a par with the 
gold coins in the payment of customs duties and taxes by foreigners. In 1878 the 
coinage of the trade dollar was suspended and the coinage of the original silver yen 
of 416 grains was resumed. In the same year the silver yen and the trade dollars 
already coined were made unlimited legal tender. Inasmuch as the market ratio of 
silver to gold then made silver the cheaper metal, silver may be considered to have 
become the actual metallic standard from that date. It was not until 1883, how- 
ever, that the interest of the internal loan which was originally payable in silver or 
gold was made payable in silver only. 

But during this period the currency of the country was disorganized by the use 
of inconvertible government paper, suffering greater or less depreciation. In 1886 , 
as the result of steps previously taken, the Government was able to resume specie 
payment of its paper currency in silver. From that date, therefore, the currency 
of Japan has been upon a silver basis. 

By the act of March 26, 1897, the coinage system was placed upon the gold basis 
— the new gold yen, the standard unit, contiftining 7.5 decigrams of pure gold, Wngf 
half the weight of the original gold yen. Inasmuch as the fall in the price of silver 
had reduced the silver yen to a gold value of just about 50 per cent of its original 
gold value, Japan was thus enabled to pass from a silver standard to a gold standard 
with very slight fluctuation in prices. The new standard was of practically the 
same value as the old. The old silver coins were redeemed at par in gold and a new 
limited-tender silver coinage substituted. The old gold coins circulate at double 
the value of the gold coins issued under the new law^ The unit of coinage is the 
yen, containing 7.5 decigrams of pure gold. (100 sens 1 yen.) 

The coins under the existing standard are as follows : 



Gold. 



20-yen 
10-yen 
5-yen 



Weight in— 



16.6665 
8.33.H3 
4.16t6 



Grains. 



257.2034 
128.6025 
64.3005 



Fineness. 



.900 
.900 
.900 



Fine Weight in— 



Grams. 



14.99985 
7.49997 
3.74994 



Grains. 



231.4831 
115.7425 

57.8705 



Value In 

U. S. Gold 

Coin. 



$9.9691 
4.9846 
2.4923 



. . . 


Silver. 


Weight In— 


Fineness. 


Fine Weight In— 






Grams. 


Grains. 


Grams. 


Grains. 




"Yen (no longer current) 

60-8en 


26.95'?3 

13.4783 

6.3914 

2.6955 


416. 

208.00 9 
83.2005 
41.5980 


.900 
.800 
.800 
.800 


24.2673 

10.7826 

4.3131 

2.1564 


374.4 

166.4015 
66.5604 
33.2784 




20 sen 




lO-sen 
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Government Note*.— For a period of ten years prior to 1886 the principal cur- 
rency of Japan was inconvertible paper. In 1886, it was put upon a silver basis 
and made convertible into coins of that metal. The amount of government notes 
outstanding which in 1878 was 139,000,000 yen, has been steadily reduced, until in 
December, 1898, it was only 5,411,726 yen. This has now been retired by a law of 
June 10, 1898, under which its circulation after Dec. 31, 1899, was prohibited. 

Bank Notes. — With the retirement in 1899 of the last of the notes issued by 
the National Banks, the only bank notes left in circulation are those of the Bank of 
Japan (Nippon Ginko), of which the amount outstanding at the end of 1899 was 
250,5rt2,040 yen. Against these issues the bank held in its '* issue department," 
103,142,169 yen in gold coin and bullion, 7,000,000 yen in silver bullion, 55.806,788 yen 
in government bonds and debt certificates, 12,815,842 yen of other securities, and 
«2,297,241 yen of commercial bills. 

Bank Deposits — The use in Japan as currency of bank credit in the form of 
deposits instead of notes is rapidly increasing. The bank clearings at ToMo and 
Osaka have increased from 211,619,532 yen in 1893 to 1,438,790,000 yen in 1899.> 
The aggregate deposits of the associated banks of the same two cities at the end of 
1899 amounted to 148,040,000 yen. The returns for the other banks in the country 
Are not at hand. According to official figures issued by the Ministry of Finance, 
on January 31, 1899, there were in existence in Japan 1821 banks, with an aggre- 
^te capital of 368,625,334 yen. 

Estimated Circnlation of Japan— Gold, $65,000,000; silver (limited tender), 
$23,000,000 ; uncovered bank notes, §70,000,000 ; uncovered deposits, estimated, 
^100,000,000. 

PERSIA. 

Silver. — The standard is silver. The monetary unit is the krdn, a silver coin 
now weighing 24 nakhods (71.065 grains), 0.900 fine. It thus contains about the 
same amount of silver as the French 1-franc piece. The silver coins are the 5, 2 and 
1 "krSin pieces, and the 10 sh&his (^ ki*4n) and 5 shahls pieces. 

Accounts are reckoned in dinars, an imaginary coin, the ten-thousandth part of 
a toman of ten kr&ns. A kran, therefore = 1,000 dinars ; one shdhl = 50 din&rs. 

G »ld — The unit is the toman, nominally worth 10 kr^ns, but gold is in circula- 
tion only as a commodity, and one gold toman is now worth about 15 krans. The 
toman is worth in United States gold coin about |1.70. 

Bank Notes. — Bank notes are issued by the imperial Bank of Persia, incorpo- 
rated under an English charter. It has the right to issue circulating notes to the 
amount of £800,000 ($4,000,000), but the use of paper has not been well established 
outside the larger cities. The notes, which are redeemable in silver and are pro- 
tected by a reserve of 33 per cent, come back rapidly for redemption. The circula- 
tfon outstanding Sept. 20, 1899, amounted to £117,491 ($585,000). 



CHINA.'' 



China must be classed as a silver-standard country ; yet, until within ten years, 
it has had neither gold nor silver coinage. The actual currency coined is the 
**cash," or "li," made from an alloy of copper, iron and tin. There are several 
^nds of cash current in the Empire — that coined at Canton weighing 0.()8 of atael, 
and being valued at 1,350 to the tael. Originally (and nominally still) the cash rep- 
resented the one-thousandth part of a tael. It now, however, requires, in some 
parts of the Empire, from 1,600 to 1,800 to make up the value of the tael, so great 
has been their depreciation. 

In all large transactions silver by weight is the medium of exchange ; the form 
<5hosen being mainly the Spanish or Mexican dollar in the southern mijct of China, 
and ingots, called shoes, from some fancied resemblance, in the North. These 
«hoes are assayed and stami)ed, not by a Government oflScial, but by the hong koo, 
who derives his authority solely from an arrangement among the native bankers. 

The denomination used in indicating the weight of silver, whether ingots or 
foreign coin, is the tael. This, however, is a weight which varies in different parts 
of China. In Canton it equals 580 grains Troy (24 taels equal 29 oz. Troy). At 
Shanghai, where Mexican dollars are current, the tael equals 564.2 grains, and is 
taken as equivalent to $1,395 (^100 equals 71.75 taels). The weight of the Qovem- 
ment, or Hai-Kwan, tael is 590.35 grains. 

» Bankers' Magazine (N. T.), Vol. 60, p. 820. 

8 For a more extensive discussion of Chinese currency, see Beport of Director of Mint United 
States, for 1899, pp. 270-277. 
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In 1890 China opened a mint at Canton, and has since coined some $50,000,000 
worth of silver. This is mainly in use at the treaty ports. 

Bank Notes. — No statistics as to the amount of bank notes outstanding are 
obtainable. The number of native banks in China is very large. These banks, for 
the most part, have capitals of a few hundred or a few thousand dollars only, and 
are under no sort of Government control. Their notes — ^issued for both * * cash " and 
silver— generally have a circulation limited to the immediate vicinity of the bank, 
and would not be accepted in another city or another part of the same city. 1 he 
Hongkong and Shanghai Banking Corporation had an outstanding bank note cir- 
culation of 12,643,000 dollars (Mexican) on Dec. 31, 1899. These circulate mainly 
in the treaty ports. Its current accounts at the same time amounted to 60,979,000 
dollars. The bank held a metallic reserve of 34,700,000 dollars. 

The Bank of Indo-China— the leading French 'bank in the Orient — had a cir- 
culation of 23,990,000 francs at the end of 1898. 

Estimated Stock of Money in China. —Silver, |750,OQp,000. 



KOREA. 

The common currency of Korea is copper cash, with a new issue of copper 
cent pieces, nickel five-cent coins and iO and 20-cent silver pieces based on the^ 
Japanese silver yen as the standard. With the adoption of the gold standard in 
Japan, a portion of the Japanese yens were forwarded to Korea after being 
"chopped" or marked with the character ** silver," indicating that they were not 
redeemable in gold. The amount of these coins thus furnished to Korea by Japan 
is reported to have been about 400,000 yens (|200,000). The Korean government is^ 
now considering the purchase of silver discs in Japan and beginning the recoinage 
of the Korean dollar. The Mexican dollar also circulates freely in Korea. 



3IEXICO. 



Silver* — ^Mexico has the single silver standard, though the mints are open to- 
the free coinage of both gold and silver. 

The dollar (el peso) is the unit of account fixed by article first of the law of 
November 2S, 1867. The mints of the Republic, of which there are eleven, receive 
for coinage or assay whatever quantities may be presented by individuals, whether 
of gold or silver. The coinage ratio is 1 to 16i. The coinage charge on either metal 
is now two i)er cent. 

In the payment of Government dues or taxes no fixed amount in gold or silver 
is exacted, and payment is admitted in any of the coins in legal circulation. 

The Mexican silver dollar circulates not onl^ in Mexico, but, under the name 
of piaster, is the current coin of several countries in South and Central America, 
Asia and Africa. A large part of the silver coined is expK)rted. 

The denominations, weights, fineness, etc., of the coins of Mexico are follows : 



Gold. 


Weight In— 


Fineness. 


Pure gold con- 
tained. 


Value in U. S. 
gold coin. 




Grams. 


Grains. 


Grains. 


20 pesos 


33.841 
16.920 
8.460 
4.230 
1.692 


522.234 
261.117 
130.558 
65.279 
26.111 


.875 
.875 
.875 
.875 
.875 


456.954 

228.477 
114.238 
57.129 
22.847 


$19.67.9 


10 pesos 


9.83.9 


6 pesos 


4.91.9 


2H pesos 


2.45.9 


Peso 


.98.4 







Silver. 


Weight- in— 


Fineness. 


Pure silver con- 
tained. 


Value compared 
with silver in U.S. 




Grams. 


Grains. 


Grains. 


silver dollar. 


Peso 


27.073 

13.536 

6.768 

2.707 

1.362 


417.790 

2 8.895 

104.447 

41.779 

2J.889 


.902.7 
.902.7 
.902.7 
.9 2.7 
.902.7 


377.170 

188.585 

94.292 

37.717 

18.859 


$1,016 


50centavos 


.508 


26 centavos 


.254 


10 centavos 


.1"2 


5 centavos 


.051 







Bank Note*.-- There are now twenty banks in Mexico, the most prominent of 
which is the National Bank of Mexico, formed in 1884 by the consolidation of 
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fleveral banks of issue. It has a capital of |20,000,000 (Mexican). It is allowed to 
establish branches. It may issue notes to the amount of three times the coin held. 
Its circulation on March 31, 1900, was $23,689,413 (Mexican). The bank next in im- 
portance is the Bank of London and Mexico, with a capital of $15,000,000. It may 
establish branches. Its note issue is limited to twice the amount of coin held in 
its vaults. It amounted on March 31, 1900, to $19,810,704. The aggregate circu- 
lation of all banks, including the two above named, is about $60,000,000. No new 
bajiks of issue can be established before 1927. 



PHILIPPINE ISLANDS. 

Silver. — The monetary standard of the Philippine Islands is silver— the unit 
being the Mexican silver dollar. The amount 'Of such coins in circulation is esti- 
mated by one of the best informed bankers in the Islands to be between $20,000,000 
And $25,000,000. There were also $6,000,000 in Philippine dollars coined by Spain 
And sent out to the Islands about 1898. Of these only a small proportion are re- 
ported to be in circulation in Manila, It is estimated that there is now in circula- 
tion about $10,000,000 in subsidiary coins (10-cent, 20-cent and 50-cent pieces) which 
have been recoined from Mexican dollars. There is no gold in circulation, except 
such amounts of United States gold as have recently been put out by soldiers in 
Manila. This, however, naturally goes at once to the banks and exchange dealers. 
The total coin circulation is thus estimated to be between $35,000,000 and $40,000,000. 

Bank Not««.— The only bank in the Philippine Islands (aside from branches 
of ihe Hong Kong and Shanghai Banking Corporation and the Chartered Bank of 
India, Australia and China) is the Banco Espafiol Filipino, with $1,500,000 capital, 
which is operated under a Spanish charter, having 23 years yet to run. 

Under this charter the Bank is permitted to issue bank notes in amount equal 
to three times its capital stock. There must be maintained in cash and paper which 
can be realized on in 90 days a sufficient amount to cover its outstanding obligations 
JQ bank notes, deposits, and accounts current. The cash held must be equal to at 
least one-third of the notes in circulation. 

The amount of notes in circulation on Sept. 30, 1899, was $2,500,000. 



HAWAII. 

The gold coins of the United States are the only unlimited legal tender in the 
Hawaiian Islands. The Hawaiian silver coins, of which $ 1 ,000,000 were coined in the 
years 1884-1886, are legal tender in amounts not exceeding $10. They are the same 
weight and fineness as the corresponding United States coins. Unitefd States dimes 
And half dimes are also legal tender in small amounts. 

A portion of the silver coins are represented in actual circulation by Treasury 
isilrer certificates, against which an equivalent amount of silver coin is held. 



CUBA. 

The legal monetary system of Cuba in recent years has been the same as that of 
Spain. As a matter of fact, however, accounts are still kept in the old pesos, or 
piasters, of 8 reals, of 16 cuartos each. 

The metallic circulation is composed chiefiy of the Alphonsinos, or 25-peseta 
gold piece, French 20-franc pieces, and United gold coins, and the Spanish silver 
coins. 

Domestic transactions have been mainly carried on with a legal tender incon- 
vertible paper currency, which before the collapse of the Spanish power in Cuba be- 
came almost worthless. 

By official order of the U. S. War Department, dated Jan. 4, 1899, all public 
dues in the island of CJuba are required to be paid in United States money, or in 
foreign gold coin according to intrinsic value in United States money (e. g. 
Alphonsinos, $4.82; 20-franc pieces, $3.86^. The Spanish silver coins then in cir- 
culation in Cuba are receivable at 60 cenis per peso. 



PORTO RICO. 

Prior to the recent adoption of the gold standard by the introduction and legal- 
ization of American money, the currency system of Porto Rico was originally on a 
silver basis (with the Mexican dollar, or peso, as the standard unit) and latterly ux)on 
A fluctuating inconvertible basis. This came about through the exchange m 1895 
by the Spanish government of the existing Mexican silver for a limited issue of new 
Porto Bican silver coins. This exchange was made upon the basis of 95 dollars of 
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the new issue for 100 dollars of the old — though the new coin? contained less silver. 
About 5,500,000 or 6,000,000 pesos of this new coinage were used in taking up the old 
silver ; but more were put in circulation later. 

By an executive order in January, 1899, the peso was recognized as equivalent 
to 60 cents in United States currency. This rate, though considerably above the 
bullion value, was selected because it was approximately the value in gold at which 
the peso had circulated for some time. This valuation was adopted in the ** Porta 
Bican Act" of May 1, 1900, and the Treasury Department was directed to take up the 
Porto Bican silver at 60 cents to the peso, issuing United States currency in ex- 
change. This exchange is now practically completed, and the cun*ency of Porta 
Rico is thus assimilated to that of the United States. The pesos are no longer legal 
tender except for debts incurred prior to Aug. 1, 1900. 

Bank Notes.—The Banco Espafiol de Puerto Bico has had outstanding aa 
much as 2,500,000 or 3,000,000 pesos. At the time Porto Bico was ceded to the 
United States the amount outstanding was about 1 ,000,000 pesos. These notes were 
accepted in some parts of the island, but they were not a legal tender, and did not> 
circiilate extensively outside of San Juan. 



HAITI. 

The monetary system of Haiti is based upon that of the Latin Union, though 
the actual standard is now depreciated paper. 

The money of account is the gourde of 100 cents (equivalent to 5 francs) minted 
in accordance with the law of Sept. 24, 1880. The coinage is executed at the French 
mint ; but no gold has been coined. The gold coins provided for are 1, 2, 5 and 10 
gourdes ; the silver coins are 10 cents, 20 cents, 50 cents and 1 gourde. The weights- 
and fineness of the coins are the same as of the corresponding coins of the Latin 
Union (see page 131) except that the 5-gourdes gold coin (25 francs) has no equivalent 
in the French system, while the monetary system of Haiti has no coin which would 
be the equivalent of the 20-franc piece. 

The actual currency of Haiti consists of irredeemable government notes. Ex' 
change has in the past year been as high as 275. The amount outstanding at the 
end of 1898 was 3,750,000 gourdes. The government debt has recently been con' 
solidated, and the finances of the country put in a better condition. There is a- 
national bank, with a capital of 10,000,000 gourdes. It issues no notes. 

Under date of June 12, 1900, the U. S. Minister to Haiti reports that he is in* 
formed that the Government of Haiti has adopted the gold standard, and that the 
new unit of value is to be the gold dollar of the United States. 

Estimated Money in Circulation in Haiti.— Gold, $1,200,000; silver, 
$3,500,000 ; government paper, $3,750,000. 



SANTO DOMINGO. 



Santo Domingo in 1894, after a long experience with the silver standard, in 
which the Mexican dollar served as the monetary unit, endeavored to establish St 
gold standard. The new monthly unit was to be the same as the United States gold 
dollar, containing 23.22 grains of fine gold. Provision was also made for a token 
coinage of silver— the dollar containing 380 grains of fine silver, and the subsidiary 
coins of proportional weights. These coins were to be limited in amount B& 
determined by the executive. They were to be redeemed in gold on demand.* 

This system, however, proved a failure, owing to the inability of the Govern- 
ment to redeem its silver coins at the rate provided for in the law. Instead, by the 
law of May 5, 1897, the gold equivalent of the dollar was reduced one-half, in a new 
attempt to place the currency on the gold basis. This made the United States gold 
eagle equivalent to 20 dollars of the new Dominican standard. More important 
still it made the Mexican silver dollar a temporary legal tender for its face value. 
This still left the country with the silver standard, further debased by later acts of 
the Government so that the premium on gold in 1897 averaged I30jl^. The President 
of the Republic some years ago caused the issue of paper currency amounting te 
$4,000,000, which went into circulation at the rate of $2 paper for $1 gold. There 
being nothing behind it except an empty treasury, it depreciated rapidly. 

By July 1, 1899, the depreciation had gone so far that the Dominican Congress 
made the import duties payable in American gold or in current monev of the 
Bepublic at the rate of $6 for $1 gold, instead of the previous rate of two for one. 

» Lau^hlin, " Gold and Silver in Santo Domingo," Journal of Political Economy, Vol. 2, ppr 
63G-560, 613-19. 
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More recently, in June, 1900, a new attempt has been made to go back to the 
United States gold dollar as the standard nnit. 

There is a National bank, which, on March 31, 1899, had about 600,000 dollars 
of its old emission of bank notes still in circulation* There was also a new note 
issue of 3,600,000 dollars. 

Estimated Money in Cirenlaiion in Santo Doming^o (March 31, 1^99): 
Silver, 2,200,000 dollars ; old bank note issue, 600,000 dollars ; newnote issue, 3,600,000 
dollars. Total, 6,400,000 dollars. 



CENTRAL AMERICAN STATES. 

Accounts in Guatemala, Honduras, Nicaragua and Salvador, are kept in dollars 
(piastres, or silver pjesos). Though provision is made, as in Mexico, for coinage of 
gold, the standard is silver and the actual circulation is silver, except as supple- 
mented by paper. 

Guatemala has a circulation of about $8,000,000 bank notes, one-half of which 
is "uncovered." 

Honduras has but one bank, which has the privilege of issuing notes which are 
legal tender in all payments to Government. 

COSTA BICA. 

Costa Rica is the latest country to abandon the silver standard for gold. Until 
recently her monetary standard was silver, based upon the peso of 25 grams, 0.900 
fine, as a nominal unit, but practically upon the subsidiary silver coins containing 
25 grams of silver, 0.750 fine. 

In place of this silver standard the gold standard has been established by the 
law of October 24, 1896, reaching the final stage in July, 1900. 

Gold. — The new monetary unit is the colon containing 778 milligrams of gold, 
0.900 fine, and thus equivalent to about 46i cents. This particular value was 
chosen because it was the nearest approximation to the gold value of the silver peso 
at the time the law was enacted. 

The gold coins are as follows: 



Denomination. 


Gross Weight In— 


Fineness. 


Fine Weight in— 


Value in 

U. S. gold 

coin. 




Grams. 


Grains. 


Grams. 


Grains. 


20 colones 


15.560 
7.780 
3.890 
1.556 


240.127 
120.064 
60.032 
24.013 


.900 
.900 
.900 
.900 


14.004 
7.002 
3.501 
1.4004 


216.115 
108.057 
54.028 
21.611 


$9,307 

4.653 

2.327 

.931 


10 eolones 


5 coIoneB 


2 colones 





No coins of the lowest denomination have been struck. The Government has 
had 3,500,000 colones of gold coined in the United States, and the Bank of Costa Rica 
has added another half million; so the gold standard starts with a gold currency of 
4,000,000 colones. 

silver. — The law leaves the weights and fineness of the subsidiary silver coins 
unchanged. They are as follows: 



Denomination. 


Gross Weight in— 


Fineness. 


Fine Weight in— 






Grams. 


Grains. 


Grams. 


Grains. 




50 centimos 


12.5 
6.25 
2.5 
1.25 


192.9 
96.5 
38.6 
19.3 


.7»0 
.750 
.750 
.750 


9.375 

4.«87 

1.875 

.937 


144.67 
72.34 
28.98 
14.46 




25 centimos 




10 centimos 




5 centimos 









These relative weights make a coinage ratio of 26.78 to 1. The coinage of silver 
is only on account of the State, and is to be limited to the needs of business. The 
quantity in circulation, including that held by the Bank of Costa Rica, amounts to 
about 1,600,000 pesos (or colones, under the new system). Silver, since Jidy 15, 1900, 
is legal tender only for sums under 10 colones. 

Bank Notes — The Bank of Costa Rica is the sole bank of issue. Its circula- 
tion amounts to about 3,000,000 colones. Its reserves include 1,000,000 colones in 
silver and 500,000 colones in gold. 
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Estimated Stock of Money in Circulation in Costa Rica: Gold, $1,860,- 
000; silver,|745,000; uncovered paper, $700,000. 

SAI.TADOB. 

In 1898 Salvador, recovering from a financial crisis, in which four of the six 
banks in the country had suspended specie payments, passed a law compelling the 
banks to redeem their notes in silver. One has gone into li(juidation and two others 
are merged, leaving four in operation instead of six. Their charters are reported 
to be liberal. A specie reserve of 25 per cent is required. 

To preserve the metallic standard from depreciation a decree of July 29, 1899, 

Srohibits the imx)ortation of silver coin (whether i)esos or fractional) below .900 in 
neness or of less than the legal weight. 

There are Government notes in circulation, estimated in 1898 to amount to 
12,000,000 dollars ($6,000,000). . .__ 

SOUTH AMERICAN STATES. 

ABG£NT1NE BBPUBLIC. 

Up to 1881 the Argentine Republic had a very incoherent monetary system, 
mostly paper of fluctuating value; commercial transactions being, in some measure, 
carried on in foreign coins. In 1875 an attempt to establish a coinage system failed, 
owing to financial and economical condition of the country. In 1881, however, 
coinage reform was resumed with better chances of success. 

The unit of the coinage system is the gold piaster, or peso, of the same weight 
and fineness as the French 5-franc gold piece. Gold coins are full legal tender. 
The law restricted the coinage and use of silver, which is legal tender only to the 
amount of 10 pesos. The country would, therefore, be properly classed as a gold- 
standard country except for its paper cun-ency. 

The actual currency has for years been depreciated paper, fluctuating greatly 
in value. The amount in circulation at close of 1899, including fractibnal currency, 
was $295,000,000. Of $5,200,000 nickel authorized, $3,823,468 has been issued and 
the balance is in the Caja de Conversion. 

In 1899 Congress passed a conversion bill promising ultimate gold redemption 
of the paper currency at the rate of 44 cents on the dollar, and providing for the 
receipt and issue from a department of the Treasurer of gold and currency at that 
rate. This valuation corresponds to a gold premium of 127.27 — that is, a quotation 
of 227.27 for gold. As this was just about the average of the recent quotations, it 
was hoped that the currency might in this way be adjusted to the gold basis at the 
current rate of exchange. 

The amount of gold in the country is estimated by comi)etent authorities to be 
$25,000,000. 

BOI.IT A. 

Bolivia has the single silver standard. The nominal monetary unit is thfe 
boliviano, of the weight and fineness of the French 5-franc piece. But the real 
monetary unit is the 20-centavo piece, weighing 4^ grams, five of which constitute 
the boliviano of commerce weighing 20.25 g^rams fine, in which all bank notes 
are redeemed, and which is the basis of foreign exchange. The old silver coins 
of 22^ grams fine to the boliviano have thus become trade coins on which a 
premium of about 9 per cent is paid by reason of their greater weight. 

No gold has been coined. The coinage of silver in the years 1892-1898 amounted 
to 10,286,000 bolivianos ($4,000,000). 

Bank notes, redeemable on demand in silver, are issued by the Bank of Bolivia 
and the Bank of Potosi. This pai)er currency is maintained at a parity with 
silver. The amount in circulation is about 6,600,000 bolivianos. 

BRAZIL.^ 

In 1849 the gold standard was adopted by Brazil, with coins of 20, 10 and 5 
milreis in gold, and smaller coins in sUver. The imit is the milreis, of 1000 reis. 
On© thousand milreis are called a conto. The 10-milreis gold piece weighs 8.9648 
grams, or 138.348 grains, .916} fine ($5.4616). Silver is legal tender to the amount of 
20 milreis. 

The present money is, however, inconvertible Government notes, dating 
from 1835, and bank notes, convertible only in Government paper. Notes as 
small as 500 reis ( now worth about 10 cts.) are issued. All this paper currency has 
been for years, with a few temporary exceptions, at a heavy and fluctuating discount. 

The gold par of exchange is approximately 2«. 3cf. The actual value of th*^ 

'See, for a full study, J. P. Wiiemaa's Brazilian Exchange: the Study of an Inconvertible Cut 
rencj, Bueiion Aires, 1896. 
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paper milreis, which was at par in 1863-4, fell in 1868 to 1«. 2d.; it then rose to par 
i'ild.) again in 1875; after another steady fall to an average of IM. in 1885, it 
recovered sharply until 1889, when it was once more at par. Since then the de- 
preciation has been rapid, though fluctuating— touching \%\d. in 1891, and averag- 
ing 12d. in 1893, lO^d in 1894 and lOfd. in 1895 ; in 1896 it fluctuated between 8d. 
And lOd ; in 1897 between 7d. and 9d.; in 1898 it fel? as low as 5fd., but recovered 
to 7id. In April, 1899 it was 6f d. 

The following extract from the President's Message to Congress on May 3, 1900, i 

will give the particulars as to the present attempt to get back to a specie basis : f 

The amount of paper money In circulation In Augrust, 1898, reached the enormous sum of Rs. 788,- ^ 

£64:614$500. and ha4 been reduced on March 31, 1900, to Rs. 716,705:618$ ; that is to say, up to that date 
Bb. 71,658:996$509 had been redeemed, being Rs. 55,000:000$ in accordance with the funding loan, and 
Bs. 16,658:996$500 on account of the debt of the Banco da Republica and discount on overdue notes 
called in Executed with care and prudence, the withdrawal of currency has been effected notonly with- 
out disturbance, but with positive advantage. The amount redeemed this year will be largereven than 
last, thanks to the resources provided by the law that created a special fund for that object. Another 
jaw in operation will provide a fund for guarantee of paper money that will, no doubt, powerfully sup. 
plement the effects of redemption in raising the value of the circulating medium, which the law that 
4!ancelled the power of emission, created In 1875, will make stable and lasting 

Summing up, we are able to record a slow but progressive Increase In the value of the currency, 
evidenced by the rise and steadiness of exchange, increased value of exports, and, consequently, of na- 
ilooal T^ealth, as shown by the rise in the price of coffee ; restoration of the national credit, as shown 
by the marked rise in our securities abroad and by the increasing tendency to seek Investment In this 
country; surpluses in the budgets, secured by both reduction of expenditure and increase of revenue; 
juid, finally, the conviction on the part of the Government and confidence on the part of our creditors 
ihat specie payments on our foreign debt will be punctually resumed. w ' 

The bank notes have been practically all withdrawn and replaced by Govem- 
-ment notes. The few outstanding are in process of conversion, and as the govern- 
ment is now responsible for them, they may be considered as Government notes. 

There are strong indications that the resumption of specie payments may take 
^lace on the date fixed by law, July 1, 1901. 

CHII«E.> 

By the law of February 11, 1895, Chile introduced the gold standard, providing 
i;hat, from and after Junel, 1895, the Government notes previously in circulation 
ishould be redeemed in gold. The basis of the new currency is the condor, or 
twenty-peso coin, weighing 11.98^07 grams, 44 fine. This weight is based upon the 
British pound sterling— two condors being, of the same weight and fineness as three 
sovereigns. Thus the dollar, or peso, of the new system is the precise equivalent of 
1«. 6d. , or about $0.36^. The silver dollar weighs 20 grams, .835 fine, and is equiva- 
Jeut to §0.694 at our coinage rate, or about $0.32 at the present commercial value of 
silver. The coinage ratio is 30.4 to 1. All silver coins are to be legal tender only to 
the amount of 50 pesos (|18.25), and are to be redeemed at the Treasury in gold on i 

Remand. The coinage of silver is wholly on government account. r 

In July, 1898, partly owing to laxity in the administration of the gold standard ^ 

law — especially in the reduction of the amount of paper currency — ^and partly to 
the excessive Government disbursements for war and other purposes, a financial 
crisis occurred, in which Congress authorized the suspension of gold payments by 
the banks, and followed this step by the issue of 50,000,000 pesos of Government 
legal tender notes, nominally for 18d., the sterling value of the peso, but for the 
present inconvertible. , 'I he immediate result was that the 45,000,000 gold pesos, 
estimated to have been in circulation on the first of Julv, 1898, disappeared abso- 
lutely from circulation. The premium on gold advanced rapidly to 40 per cent 
within 30 days. 

Efforts are being made to extricate the country from the evils to which this re- 
lapse into inconvertible paper money has subjected it. The Chilian President in his 
message to Congress in June, 1900, stated the stock of gold in hand for the con- 
version of the public debt to be 2,699,635 dollars, and that the funds accumulated 
in the country and abroad, to be used in the exchange of the 50,000,000 dollars of 
■Government notes, will amount to 27,-^00,000 dollars by the close of the year. The 
^xcess of Government receipts over expenditures (16,500,000 dollars), together with 
interest on the conversion fund, would enable the conversion of the entire sum in > 

jgfold dollars, of 18d. each at the end of the year. 

^A '^°u'"cll <ll«',riP«on of the enactment of the gold standard, see "Cheap Money in ChUe," by 
Sov.%8;vir^ 'pp°327^^^^ ^''^' "'• ^°- ^^' ^^'°' '^' ^^*^" ^^^°^«' ^- S. Consular IteporSj 
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COLOMBIA. 

Though Colombia has, nominally a *' bimetallic " standard, the actual metallic 
standard is silver — the unit being the silver dollar, or peso, of the weight and fine- 
ness of the French 5franc piece. A debased subsidiary coinage, only .500 fine, has 
recently been substituted for the earlier coinage .885 fine. 

As the rates of exchange will show, gold still circulated in Colombia in 1881, 
T^ut it was gradually driven out by the silver dollar, which in turn disappeared from 
circulation before the smaller silver coins, of .835 fineness. In 1886 these baser 
coins were in turn supplanted by the pai)er peso — the present legal tender currency 
of the country. 

The amount of paper money in circulation is oflScially stated to be 40,000,000 
pesos. This cuiTency is subject to a fiuctuating depreciation. The rates of ex- 
change in 1899 fiuctuated between 325 and 540 — ^at which rates, the peso would be 
worth froin 30 cents to 18 cents, respectively. 

ECUADOR. • 

Ecuador adopted the gold standard by the law of November 4, 1898, to take 
effect in 1900. Heretofore, Ecuador, like her neighbors, while nominally *' bime- 
tallic," had a silver standard— the unit being the sucre, of the identical weight and 
^fineness of the French 5-franc piece. The subsidiary coios are of the same fineness 
<0.900) and proportional weights. Up to 1884 the currency consisted of the coins 
of neighboring countries ; since then there has been a national coinage, though 
there is no mint in the country. 

By the coinage law of November 4, 1898, provision is made for a gold coin of 10 
«ucres, to be known as the condor. This coin weighs 8.136 grams (125.557 grains), 
0.900 fine, thus containing 7.3224 grams (113.0018 grains). This, it will be observed 
is the weight of fine gold' in the English sovereign. The pound sterling thus equals 
10 sucres of the new coinage. The value of one sucre in United States money is 
48.665 cents. 

The coinage ratio established by this law is approximately 30.73 to 1. 

A portion of the silver currency is to be sold for gold. After two years from 
the passage of the act silver will be legal tender for only 10 sucres ($5.00;. 

The Ecuadorian Monetary Commission, on December 31, 1897, reported the 
total coinage up to that date as being 4,790,730 sucres, of which 2,302,456 sucres 
were held by the banks, and 1,607,000 sucres were estimated to be in general circu- 
lation. 

Bank Notes. — Notes are issued by two banks^the Banco del Ecuador (capital, 
2,000,000 sucres) and the Banco Commerciale y Agricola (capital 2,500,000 sucres). 
The former was reported to have a note circulation of 2,138^70 sucres at the end of 
1898, with a metallic reserve of 1,798,258 -sucres. The Banco Commerciale y Agricola 
had, at the same date, a note issue of 3,522,272 sucres, with a metallic reserve of 
1,475,185. On March 31, 1899, the aggregate circulation of both4Mmks^d4ncreased 
to 5,851 ,430 sucres. The banks are required to hold a large metallic reserve. After 
N"overaber, 1900, they will have to pay in gold any amount above 10 sucres. Both 
l)anks have maintained a high character at home and abroad, 

PARAGUAY. 

The n6minal monetary unit is the silver peso, of 8 reals. The actual currency, 
however, is depreciated paper issued by the Government and the banks. This is 
now depreciated to less than one-eighth its nominal gold value — the gold premium 
in 1898 being quoted at from 650 to 785. Practically all the silver Coins have been 
driven out of circulation. 

The Government legal tender notes in circulation at the end of 1898 amounted 
to 7,585,000 pesos ; the bank notes at the same date 2,427,800 jwsos. 

PERU. 

Until very recently the silver standard has prevailed in Peru, with the sol, 
equivalent to the 5-franc piece, as the unit. Subsidiary silver is of proportionate 
weight, and the same fineness, 0.900. 

In April, 1897, the mints were closed to the free coinage of silver, and the im- 
portation of silver coin was prohibited. 

By subsequent legislation, provision has been made for the coinage of the 
Peruvian pound, or libra, of gold, the precise equivalent of the British sovereign. 
The currency system is thus practically the same as that of Ecuador. The ratio of 
silver to gold in the coinage is 30.73 to 1. The value of the sol, if the silver currency 
<5an be kept on a parity with the gold, is 48.665 cents, while the bullion value of the 
silve¥ is only about 45 cents. _ ^ ' 

Peru has had numerous disastrous experiences with inconvertible paper money 
— the last being the issue during the late war with Chile. This depreciated to 5 per 
cert of its silver value, and was finally refused altogether. 
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UBUGUAY. 

Gold* — ^Uruguay is one of the South American countries which has most 
steadily adhered to the gold standard for many years. The country adopted the 

g resent monetary system in lb63. 'I'he unit is the gold peso, of 1.697 grams, .917 
ne^thus containing 24.015 grains of pure gold, equivalent to $1.0342 in United 
States gold coin. The gold coins in actual circulation are foreign. 

The stock of gold in the country is estimated to have been $15,500,000 at the end 
of 1898, of which $10,500,000 was held in the cash reserves of the banks, and $5,000,- 
000 was estimated to be in general circulation. 

Silver. — The silver peso is the equivalent of the French five-franc piece; smaller 
coins being exact subdivisions. The Paris mint in 1887 coined for Uruguay 1,000,- 
000 pesos of silver ; the Chilian mint in 1893 also coined another million, and addi- 
tional silver has been coined in Buenos Ayres. The approidmate stock of silver 
coin and bullion in the country at the close of 1898 was reported to be between 
$4,000,000 and $5,000,000, of which $2,000,000 are deposited in the Bank of the Re- 
public as a guaranty for an equivalent amount of small notes in circulation and 
convertible m silver. 

Bank Notes*— Notes are issued by the Bank of the Republic, the London and 
River Plata Bank, and the Italian Bank of Uruguay. The amount of notes out- 
standing at the close of 1898 was about $8,000,000. These notes are redeemable in 
gold on demand. 

There is no premium on gold. The average rate of 90-day exchange on London 
in 1898 was 51i to 51^, as compared with the fixed par of exchange of 51d. 

YENBZUEIiA. 

Venezuela has the gold standard, based on the system of the Latin Union. The 
monetary unit is the bolivar^ corresponding to the franc. The Venezolano, of five 
bolivars, is the same as the French 5-franc piece. It is still the custom to render 
accounts in pesos, though there is no such Venezuelan coin. The i)eso is considered 
as four bolivars (77.2 cents in United States currency). Silver is legal tender only 
for $100. 

Bank Notes. — There are several banks in Venezuela. By the law of May 7, 
1895, they may issue notes to the amount of 50 per cent of their paid up capital. 
The notes are not legal tender, and must be redeemed on demand, at the central 
oflSce and branches. The circulation is small. 



SITUATION OF THE WORLD'S PRINCIPAL BANKS OF ISSUE ON DECEMBER 30, 1899. 
[From the Bulletin de Statistiqne, February, 1900.] [In millions of dollars.] 



U. S. National Banks 

Bank of England 

English Private and Joint Stock 

Banks 

Scotch Banks a 

Irish Banks a 

Bank of France 

Imperial Bank of Germany 

National Bank of Belgium 

Swiss Banks of Issue b 

National Bank of Roumania 

Bank of the Netherlands 

Bank of Norway b 

Royal Bank of Sweden b 

Joint Stock Banks of Sweden b.,.. 

National Bank of Denmark 

Imperial Bank of Russia 

Imperial Ottoman Bank, Turkey b 

Australian Banks of Issue 

Bank of Japan 

Canadian Banks of Issue 

Bank of Austria-Hungary 

iBank of Italy c 
Bank of Naples c 
Bank of Sicily c 

National Bank of Greece 

Bank of Spain 

Bank of Portugal 

National Bank of Bulgaria 

National Bank of Servia 



Total. 



Metallic Reserve. 



Gold. 



$274.7 
146.5 



29.4 

14.7 

874.7 

117.2 

*' 19."4 
7.8 
19.0 
9.1 
8.6 
2.6 
20.5 
442.9 



165.1 
59.1 
13.0 
7.1 

"68.6 
5.4 



1.805.9 



Silver. 



$40.1 



3.<i 

19 

231.4 

57.8 

2.4 

.5 
80.2 

i'.'i 

2.5 



44.5 

12.3 

2.6 

.3 

"72.'5 
10.1 

"i.*8 



543.6 



Total. 



$314.8 
146.5 



33.5 

16.6 

606.1 

175.0 

21.6 

21.8 

7.8 

49.2 

9.1 

9.7 

51 

20.5 

470.7 

9.0 

105.0 

. 58.9 

9.6 

209.6 

71.4 

15.6 

7.4 

.4 

140.5 

15.6 

.9 

3.2 



2,556.1 



Circulation 



$204.9 
141.5 

6.4 

39.9 

35.5 

796.7 

314.7 

113.0 

44.4 

22.4 

92.1 

17.8 

18.7 

21.4 

27.0 

283.2 

4.0 

20.5 

317.8 

46.0 

306.2 

172.0 

47.6 

12.5 

25.2 

303.6 

76.4 

.7 

6.9 



3.518.5 



Deposits. 
. (Current 
Accounts.) 



$2,380.6 
207.0 

3,000.0 

515.0 

235.0 

108.0 

118.9 

9.3 

195.6 

4.1 

1.5 

5.4 

9.9 

135.8 

2.1 

70.6 

86.4 

290.0 

1.9 

99.5 

9.0 

40.9 

12.5 

7.3 

10.3 

154.2 

2.6 

13.0 

.4 



7,686.2 



Government 

Current 

Accounts. 



73.8 
36.0 



67.4 

"T.k 



2.7 



352.2 



41.g 

7.1 

.8 

12.2 



7.8 



608.7 



> 



a October 28. b November 80. c December 20. 
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«'THE CRiniE OF 1§73." 

The Mintage Act of 1873 is a subject about which there has been a great deal o! 
misunderstanding. And while no well-informed, self-respecting man now casts asper- 
sions on either the methods or the motives of the men who enacted it, there seems to be / 
a demand for a clear statement of its nature and of the method of its preparation and f 

i)assaffe. , ' ^ 

THE ORIGINAL BILL. 

The original bill was prepared in the Treasury Department in the winter of 1869- 
1 ?70. by John Jay Enox, then Deputy Comptroller of the Currency, under the direction 
of George S. Boutwell, then Secretary of the Treasury. The laws relating to the mint 
had not been revised for more than a generition. and much confusion existed. This 
biil was largely a codification of existing law, with such improvements as experience 
suggested. 

Following is the letter of Secretary Boutwell, transmitting the original bill to the- 

Senate : 

Treasury Department, April 25, 1870. 

Sib — ^I have the honor to transmit herewith *' A bill revising the laws relative to the 
mint, assay offices, and coinage of the United States," and accompanying report. The hill 
has been prepared under the supervision of John Jay Knox, Deputy Comptroller of the. v 
Currency, and its passage is recommended in the form presented. It includes, in a con ' 
densed form, all the important legislation upon the coinage, not now obsolete, since the 
first inint was established, in 1792 ; and the report gives a concise statement of the var- 
ious amendments proposed to existing laws, a>id the necessity for the change recom- 
mended. There has been no re . ision of the laws pertaining "to the mint and coinage 
since 1837, and it is believed that the passage of the inclosed bill will conduce greatly to 
the efficiency and economy of this important branch of the Government service. 

I am, very respectfully, your obedient servant. 

George S. Boutwell, 
Hon. John Sherman, Secretary of the Treasury. 

Chairman Finance Committee, 
. Senate of the United States. 

On page 2 of the report, Mr. Knox gives the following as 

The Method of Preparing the Bill. 

"The method adopted in the preparation of the bill was first to arrange in a» 
concise a fonn as possible the laws now in existence upon these subjects, with-such k 

additional sections and suggestions as seem valuable. Having accomplished this, the bill , as ^ 

thus prepared, was primed upon paper with wide margin, and \u this, form transmitteo 
to the different mints and assay offices, to the "First Comptroller, the Treasurer, the 
Solicitor, the First Auditor, and to such other gentlemen as are known to be intelligent 
upon metallurgical an;1 numismatical subjects, with the request that the printed bill 
should be returned with such- notes and sug^^estions as experience and education should 
dictate. In this way the views of more than thirty gentlemen who are conversant with 
tUe manipulation of metals, the manufacture of coinage, the execution of the present, 
laws relative thereto the method of keeping accounts, and of making returns to the 
Department, have been obtainel with but little expense to the Department, and little 
inconvenience to correspondents. Having received these sugfrestions. the present bill has 
been framed, and is believed to compi»se within the compass of eight or ten pages of the. 
Revised Statutes every important provision contained in more than sixty different- 
enactments upon the mint, as'^ay offices, and coinage of the United States, which are the 
result of nearly eighty years of legislation upon these subjects." ^ 

Then immediately following, in the precise place where any one interested in such 
legislation or attempting to follow its course would most naturally look for a statement 
of what was contemplated, was a short paragraph headed in large capital letters : * 

PROPOSED AMENDMENTS. 
In this paragraph an enumeration of '* the new features of the bill " is made. There 
arc twejve different amendments specified — due of which is plainly stated to be ** cHecon- 
Urtttin-^ the rmnage of the iiloer doUar," ' " " 
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Furthermore, the appendix to the report gives four tables : (1) Showing the existing 
coinage ; (2) giving th^ proposed coinage, in which the silver doUar was omitted ; (3) 
showing the suggested metric system, and (4) giving a comparison of coinage existing 
and proposed. A note at the foot of this table states that " the silver dollar, half -dime 
and three-cent piece * * * a/re omitted in the proposed biU." 

Some Expebt Opinions. 

The first draft of the bill was submitted, as above stated, to the leading experts in 
this country and to some in Europe. Their answers are given in Ex. Doc. H, R. No. 807, 
second session Forty-first Congress, This document was transmitted to the House in 
June, 1870, as a supplementary report on the bill. 

In this first draft sent out for suggestions, a silver foliar of 884 grains standard 
weight (*. e,, 345.6 grains pure silver), was proposed, being just equal in weight to $1 
worth of subsidiary silver coins, and, like them, limited in legal-tender, character, and 
coined only on Government account. From the very beginning it was clear that the old 
silver dollar piece was to be dropped. 

Mr. J. Ross Snowden, formerly superintendent of the mint at Philadelphia, opposed 
the proposition to reduce the size of the silver dollar, saying : 

" THE PRESENT SILVER DOLLAR SHOULD NOT BE DISCONTINUED. 

" I see that it is proposed to demonetize the silver dollar. This I think inadvisable. 
# * ♦ It is quite true that the silver dollar, being more valuable than two half-dol- 
lars or four quarter-dollars, will not be used as a circulating medium but only for cabi- 
nets, and perhai)s to supply some occasional or local demand ; yet I think there is no 
necessity for so considerable a piece as the dollar to be struck from metal which is only 
worth 94 cents." 

Dr. Linderman, formerly Director of the Mint, discussing the provision for the 884- 
grain dollar in the preliminary draft of the original bill, said : 

*« DISCONTINUANCE OP THE SILVER DOLLAR. 

'* Section 11 reduces the weight of the silver dollar from 412J to 884 grains. I can 
see no good reason for the purposed reduction in the weight of this coin. It would be 
better, in my opinion, to discontinue its issue altogether. 

** The gold dollar is really the legal unit and measure of value. Having a higher 
value as bullion than its nominal value, the silver dollar long ago ceased to be a coin of 
circvdation, and, being of no practical use whatever, its issue should be discontinued." 

Mr. James Pollock, Director of the Mint, favored the proposed reduction of the 
weight and character of the silver dollar, saying : 

" Section 11. The reduction of the weight of the whole dollar is approved and was 
recommended in my annual report of 1861 (page 10)." 

Mr. Robertson Patterson, of Philadelphia, submitted elaborate notes on the proposed 
legislation, in the course of which he said ; 

" SILVER DOLLAR, HALF-DIME AND THREE-CENT PIECE DISCONTINUED. 

"The silver dollar, half -dime and three-cent piece are dispnsed with by this amend 
tnent. Gold becomes the standard money, of which the gold dollar is the unit. Silver 
is subsidiary, embracing coins from the dime to half-dollar ; coins less than the dime are 
of copper-nickel. The legal tender is limited to the necessities of the case ; not more 
than a dollar for such silver, or fifteen cents for the nickels." 

And again, discussing the question of coinage profit, he said : 

•* But if the silver dollar is abolished (as seems to be agreed on, and properly so), a 
new normal or standard must be agreed on to estimate pront." 

The judgment of nearly all the experts being thus against the useless coinage of 
fAlrer dollars " only for cabinets " of curious coins, it was Omitted from the bill sent to 
^ Congress. 

BILLS AND REPORTS IN CONGRESS. 

The bill as thus perfected was introduced in the Senate April 25, 1870, accompanied 
l)y, a report giving the reasons for its introduction, the method of its preparation/and 
^ explanation of every section in it. The original bill and the report accompanying 
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it are to be found in Senate Misc. Document No. 132, of the second session of the Forty- 
first Congress. 

The bill, though not very long, covered the whole subject of mints and mintage. 
There has never been any controversy over any but two or three of the sections. To 
these special attention is directed. 

Section 14 of the bill, as will be seen by the copy given in the appendix, specified 
the weight and fineness of the gold coins, and made the gold dollar the unit of value. 

Sections 15 and 18 were as follows : 

** Sec. 15. And he it further enacted, That of the silver coin, the weight of the half- 
dollar, or piece of 50 cents, shall be 192 grains ; and that of the quarter-dollar and dime 
shall be, respectively, one-half and one-fifth of the weight of said half-dollar. That 
the silver coin issued in conformity with the above section shall be a legal tender in any 
one payment of debts for all sums less than $1. 

**Sbc. 18. -47w?6gt7/t«7^Aer^7WWfc<f, That nocoins, either gold, silver, or minor coin- 
age, shall hereafter be issued from the mint other than those of the denominations, 
standard!^, and weights herein set forth. *' 

DiscoNrnruANCE op the Silver Bollab SPBCiFiCAiiLY Pointed Out. 

The report accompanying the bill discusses these sections fully, saying among other 
things : 

«* SILVER DOLLAR-ITS DISCONTINUANCB AS A STANDARD. 

•* The coinage of the silver-dollar piece, the history of which is here given, is dis- 
continued in the proposed bill. * * * The present sold-dollar piece is made the dol- 
lar unit in the proposed bill, and the silver-dollar piece is discontinued." * 

And the discontinuance of the silver dollar is specifically pointed out in three other 
places in the report, as noted above, f 

Throughout all the discussions of the bill, and in every form of the bill, tJiese two 
promions (that making the gold dollar the unit of value and that omitting from coinage 
the silver dollar of 412 1 grains) remained uncJianged, Sections 14 and 18 of^the original ^ 
bill were in the bill as finally passed substantially as they appeared in the original draft. 
Section 15 of the original bill was changed from time to time, as follows : 

In the original bill, S. 859, introduced April 25, 1870, and favorably reported at the 
following session, December 19, 1870, it was as given above. The bill in this foro^ 
passed the Senate by a vote of 36 to 14, on January 10, 1871, (The records show that 
Senator Sherman voted against the bill, whUe Senator Stewart voted for it.) It did 
not, through lack of time at the close of the Congress, pass the House at that session. 
But the bill was considered in the House ; and on February 25, 1871, it was amended in 
several ways, among which was an amendment to section 15 raising the legal tender of 
silver coins iofive doUa/rs, as under the Act of 1858. 

In the first session of the Forty-second Congress, on March 9, 1871» Mr. £elley 
reported the bill as H. R. 5. Section 15 of that bill was as follows : 

" Sec. 15. And he it further enacted. That of the silver coins the weight of the half 
dollar, or piece of 50 cents, shall be 192 grains; and the quarter dollar and dime shfdl 
be. respectively, one-half and one-fifth oi the weight of said half dollar ; which coins 
shall be a legal tender, at their denominational value, for any amount not exceeding $5 
in any one payment." 

This is an exact reproduction of sections 1 and 2 of the Act of February 21, 185$^ 
except that it omits the silver 5-cent piece. 

• ' »■ 

♦Page 11. 
t Again on Jnne 10, 1870, Mr. E. B. Elliott, of the Treasury Department, eubmitted to the Comptrollft 
of the Currency, a fall etatement of facts and suggestions on the bill then before the Senate. This stato^ 
ment was laid before Congress a few days later. In it he says : 

**THB BILYBB DOLLAR— ITS DISOONTIinTANOI AS A BTANDABD. 

** The bill proposes the discontinuance of the sflyer dollar, and the report which accompanies the bill 
suggests the substitution for the existing standard silyer dollar, of a trade-coin of intrinsic value equal t^ 
the Mexican silver piaster or dollar.** [House Ex. Doc. 807, 41st Cong. , Snd. Sess., p. 70.] 



^ 
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Light-weight Limited Tender Dollar Proposed. 

On January 9, 1872, this bill was brought up in the House for discussion. Then it 
was found that some members wanted a dollar piece, though all agreed that it should l)e 
simply the equal of two half-dollars, mth limited coinage and tender. When the bill as 
a whole had been thoroughly discussed and various amendments suggested, it was re- 
ferred back to the committee January 10, 1872. 

When, en-February 13, 1872, the bill was reported to the House by Mr. Hooper as 
H. R. 1427, it contained the following provision : 

** Sec. 16. That the silver coins of the United States shall be a dollar, a half-dollar or 
fifty cent piece, a quarter-dollar or twenty-five-cent pit ce and a dime or ten-cent piece ; 
and the weight of the dollar shall be 884 grains ; the half-dollar, quarter-dollar and the 
dime shall 1^, respectively, one-half, one-quarter and one-tenth of the weight of said dol- 
lar ; which coins shall be a legal tender at their denominational value for any amount 
not exceeding $5 in any one payment." 

The bill containing this provision passed the House May 27, 1872. It will be noted 
that the dollar introduced into the bill, as just shown, contained only 384 grains, exactly 
the weight of two half-dollars, and, like the half-dollars, it had only limited coinage and 
iender. It was not the old standard dollar of 41 2^ grains, and did not have "free coin- 
ajge " or full tender. This is the dollar which was afterward dropped out of the bill, 
Bnd in place of which the trade dollar of 420 grains (with 'unlimited coinage but limited 
lender) was substituted. 

The fourth and final form of the bill, which passed the Senate January 17, 1873, 
and was accepted by the House February 7, 1873, and was signed by the President 
February 12, 1873, contained the following provision : 

** That the silver coins of the United States shall be a trade dollar, a half-dollar or fifty- 
cent, piece, a quarter-dollar or iwenty-five-cent piece, a dime or ten-cent piece ; and the 
weight of the trade dollar shall be ^0 craina troy ; the weight of the half dollar shall bo 
12 i grams ; the quarter-dollar and the dime shall be, respectively, one-half and one-tifth 
of the weight of said half-dollar ; and said coins shall be a legal tender at their nominal 
value for any amount not exceeding |5 in any one payment." 

These are aU the provisions of the act referring to the kinds of silver coins, 

THE OLD STANDARD DOLLAR WAS NEVER IN THE BILL. 

Ask the first twenty f ree-silverites that you meet, *' Did the Act of 1873 ever contain 
the old standard s.lver dollar of 412| grains ?" and nineteen of them, if not all, will 
promptly answer, ** Why, certainly, and it was surreptitiously dropped out just before 
the passage of the bill." Many a good man has had his righteous indignation aroused 
bybemg told this tiale. And very frequently it has been told by men who sincerely 
believed that such was the case. The free-silver leaders are responsible for this erroneous 
Impression. They have, with a few honorable exceptions, scattered this impression 
broadcast, for the purpose of stirring up the resentment which would be natural if the 
fitory were true. But, as we have seen, the story is not true. The 412i-^ram dollar was 
never in the bill from first to last I Its omission was carefully pointed out in the report 
accompanying the original bill, and the reasons for the omission were plainly given. 
The dollar for which the trade dollar was finally substituted was a 384grain dollar, of 
limited coinage and tender. The change was made for the benefit of the silver producers, 
«nd at their request, to enable them to find a market for their silver in the East. 

And the bill on its final passage was voted for by every man from the Pacific 
Coast. They had got exactly what they asked for. 

That there was no intent to conceal the fact that it was proposed to discontinue the 
coinage of the silver dollar, but that, on the contrary, every effort was made to set forth 
that fact with perfect clearness, is evidenced by the prominence given the subject in 
printing the reports submitted with the proposed bill in Apiil and June, 1870, from 
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which extracts have been given above. The following headings to divisions of those 
reports were all printed in capitals : 

(1) Pboposbd AMBin>HBNTS [enumerating among others the omission of the silver 
dollar]. 

(2) silvbb dollab, half-dime, ain> three-cent piece disc0ntinx7ed. 

(8) Silver coin should only be issued in bxchanob fob gold at fab. ^ 

(4) Weight of silveb dollab should be cabbfully considebbd. ^ 

(5) Discontinuance op silveb dollab. 

(6) The present silver dollab should not be discontinued. 

(7) Gold and silveb coins. 

(8) The silveb dollar— its discontinuance as a standard. 

It would have been impossible for a Senator or Representative to read the reports 
accompanying the bill and not know that the discontinuance of the silver dollar was 
under discussion. 

DISCUSSION SHOWING WHY IT WAS OMITTED. 

That the matter was fully discussed in Congress may be seen by the following extracts 
from the debates. 

On January 9, 1872/in reporting H. R. 5, which (like the original bill S. 869) con- 
tained no silver dollar of any kind, Mr. Kelley, chairman of the committee in charge of 
the b.il, said : 

" The Senate took up the bill and acted upon it during the last Congress and sent it ^ 
to the House ; it was referred to the Commit teie on Coinage, Weights and Measures, and 
received as careful attention as I have ever known a committee to bestow on any 
measure. * * * 

*• We proceeded with great deliberation to go over the bill, not only section by sec- 
tion, but line by line, and word by word ; the bill has not received the same elaborate 
consideration twm the Committee on Coinage of this House, but the attention of each 
member was brought to it at the earliest day of this session ; each member procured a 
copy of the bill, and there has been a thorough examination of the bill again.^' * 

For reasons not particularly related to the question of silver coinage (one of the 
points of contention being the substitution of the nickel for the old silver half-dime, 
which experience had shown to be too small a coin), H. R. 5 was recommitted to the 
committee. On February 13 it was re-reported by the committee as H. R. 1427, and con- 
tained a silver dollar of 884 grains, as showii above. On April 9, 1873, this bill came up 
in the House for consideration. Mr. Hooper, in a carefully prepared speech o^ ^en 
columns, explained the bill, section by section. The si)eech may be found on pages J 
2306-2308, volume 102 of the GongremonaZ Globe, Discussing the silver coins, he said : 

" Section 16 re-enacts the provisions of the existing laws defining the silver coins and 
their weights, respectively, except in relation to the sHver dollar, which is reduced in 
weight from 412^ to 384 grains, thus making it a subsidiarp coin in harmony with the 
silver coins of less denomination to secure its concurrent circulation with them. The 
silver dollar of 412J^ grains, by reason of its bullion or intrinsic value being greater than 
its nominal value, long since ceased to be a coin of circulation, and is melted by manu- 
facturers of silverware. It does not circulate now in commercial transactions with any 
country, and the convenience of these manufacturers in this respect can better be met by 
suppling smaH stamped bars of the same standard, avoiding the useless expense of coin- 
ing the dollar for that purpose." 

On the same day Mr. Stoughton, another member of the Coinage Committee, made 
a speech of seven columns, in which he said : f 

**The silver coins provided for are the dollar, 384 grains troy, the half-dollar, 
quarter-dolUr, and dime, of the value and weight of one-half, one-quarter, and one- 
tenth of the dollar, respectively ; and they are made a legal tender for all sums not . 
exceeding $5 at any one payment. The silver dollar, as now issued, is worth-f or bullion J 
8j^ cents more than the gold dollar, and 7^ cents more than two half-dollars ; having a 
greater intrinsic and nominal value, it is certain to be withdrawn from circulation when- 
ever we return to specie payment, and to be used for only manufacture and exportation 
as bullion." 



♦ Congretsional Olobe^ volume 100, page 82*?. 
t CongresHonal Olobey yolume 109, page 2308. 
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Mr. Potter, in discussing this part of the bill, said : 

"Mr. Speaker, this is a bill of importance. When it was before the House in the 
early part of this session I took some objections to it which I am inclined now to think, 
in view of all the circumstances, were not entirely well founded, but after further reflec- 
tion I am still convinced that it is a measure which it is hardly worth while for us to 
adopt at this time. * * * This bill provides for the making of changes In the legal- 
tender coin of the country and for substituting as legal- tender coin of only one metal instead 
as heretofore of two. I think myself this would be a wise provision, and that legal-tender 
€oiDs, except subsidiary coin, should be of gold alone ; but why should we legislate on 
this now when we are not using either of those metals as a circulating medium ? 

The bill provides also for a change in respect of the weight and value of the silver 
dollar, which I think is a subject which, when we come to require legislation about it at 
all, will demand at our hands very serious consideration, and which, as we are not using: 
such coins for circulation now, seems at this time to be an unnecessary subject about 
which to legislate.* 

And Mr. Kelley (who is reported as having said afterward that he *' did not know 
that the bill omitted the standard silver dollar '') said on this same day ; f 

** I wish to ask the gentlemen who has just spoken [Mr. Potter] if he knows of any 
government in the world which makes its subsidiary coinage of full value ? The silver 
coin of England is 10 per cent, below the value of gold coin, and, acting under the advice- 
of the experts of this country and of England and France, Japan has made her silver 
coinage within the last year 12 per cent, below the value of her gold coin, and for this- 
reason : It is impossible to retain the double standard. The values of gold and silver con- 
tinually fluctuate. You cannot determine this year what will be the relative values or 
gold and silver next year. They were 15 to 1 a short time ago ; they are 16 to 1 now. 

" Hence all experience has shown that you must have one standard coin which shall 
be a legal tender for all others, and then you may promote your domestic convenience by 
having a subsidiary coinage of silver, which shall circulate in all parts of your country 
as legal tender for a limited amount and be redeemable at its face value by your Govern- 
ment. But, sir, I again call the attention of the House to the fact that the gentlemen who 
oppose this bill insist upon maintaining a silver dollar worth 3^ cents more than the gold 
dollar and worth 7 cents more than two half dollars, and that so long as those provisional 
remain you cannot keep silver coin in the country." 

In another place in the same speech Mr. Eelley said : 

'* Every coin that is not gold is subsidiary. I repeat it, sir : Every coin that is not 
gold is subsidiary.** 

Speaking on another subject a few months afterward, Mr. Stewart, then as now 
a senator from Nevada, said : % 

** I want the standard gold, and no paper money not redeemable in gold." 

And about two weeks later, on February 20, 1874, the same gentleman said : § 

" By this process we shall come to specie basis, and when the laboring man receives 
a dollar it will have the purchasing power of a dollar, and he will not be called upon to 
do what is impossible for him or the producing classes to do, figure upon the ex- 
changes, figure upon the fluctuations, flgure upon the gambling in New York: 
but he will know what his money is worth. Gold is the universal standard oftfe toorld. 
Everybody knows what a dollar in gold is worth. '* 

These are the words of Senator Stewart before he became simply the representative 
of a special interest. 

EXTENDED CONSIDERATION OF THE BILL. 

On May 27, 1872, the bill was once more called up in the House by Mr. Hooper 
for the purpose of offering an amendment in the nature of a substitute. In view of 
certain statements which have been going the rounds to the effect that the bill or its 
substitute was never read, it may not be out of place to state somewhat more fully the 
events preceding the passage of the act in the House, as they are recorded in the Globe : 

(1) A motion to suspend the rules and pass the bill without reading was defeated ; 

(2) Mr. Hooper then asked that the bill about to be passed be read ; 

(3) The record reads, **The clerk began to read the substitute" (which was the 
bill passed) ; 



♦ Ibid. J volume 102, page 2810. 

t IMd.t yolume 102, page 2316. 

t Page 1882, yolome 2, part 2, Congbessional Reoobd. 

I Ibid., page 1677. 
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(4) Mr. McCormick later said, '* I ask that the nineteenth section be read again " ; 

(5) After further discussion, in the course of which Mr. McNeely, of the Coinage 
Committee, said : 

'' As a member of the Committee of Coinage, Weights and Measures, having care- 
fully examined every section and line of the bill and generally understanding the subject 
before us, I am satisfied that the bill ought to pass. 
— the bill was passed ; yeas, 110 ; nays, 13. 

The substitute at this time read, discussed and passed was identical, so far as con- 
cerns the silver coinage, with that previously reported from the Coinage Committee 
by Mr. Hooper, and, as shown above, contains no provision for the coinage of the old 
standard silver dollar, or for anything but the limited Qovernment-coinage of thesub- 
-fiddiary dollar of 884 grains, with limited legal tender character. 

The bill was again printed in the Senate on May 29, 1872, and referred to the Finance 
Committee, from which it was reported back December 16, 1873. After debate the bill 
was once more printed in full, with amendments, and was considered by the Senate sec- 
tion by section. 

After passing the Senate January 17, 1873, the bill was sent to the House, and on 
-January 21, 1873, it was again printed with amendments. Subsequently conference 
committees were appointed, consisting of Messrs. Hooper, Houghton, and McNeely, of 
the House, and Senators Sherman, Scott and Bayard, of the Senate. The reports of the 
^Conference Comihittee were agreed to, and the bill became a law on February 13, 1873. 

THE ERNEST SEYD MYTH. 

In the campaign of 1893 a story was repeated and believed by many honest people, 
and by others not so honest, to the effect that the passage of the Act of 1873 was secured 
by bribery ; that a gentlemen named Ernest Seyd came over from England with £100,000 
of English gold, which he successfully used to debauch Congress. 

There is a certain class of people to whom any story that lowers an honored name is 
always welcome. For them no proof was needed in support of this story. There are 
others who are slow to believe as true that which ought not to be true, but who have 
lieard this story so frequently and so positively stated that some of them may regretfully 
half admit to themselves that there must be a modicum of truth in it somewhere. They 
will be glad to be assured, as I now assure them, after very careful study of the subject, 
that the whole story is an unmitigated falsehood, without even the shadow of founda- 
tion. 

The facts of Mr. Seyd*s connection with the Act of 1873 are simply these : He was 
one of the eminent specialists to whom the printed bill was sent for criticism and sug- 
gestions. Like the others, Mr. Seyd returned his views in writing. His letter covers nine 
columns of the Congressional Record. 

Section 15 of the bill, that providing for the silver coinage, received from him espe- 
•cial attention. His comments on that one section occupy more than a column of fine 
print. The opening sentence of his letter, together with a portion of his discussion of 
.section 15, will indicate the spirit in which he discussed the matter. 

La Princess Street, London, February 17, 1873. 
" Dear Sir — ^You were kind enough to forward to Mr. Alfred Latham a copy of 
your coinage bill for the United States, to be sent to me, and you expressed a wish to 
xeceive criticisms on its provisions. 

"^ Sec. 15. I now come to the most important part of the bill, that of the valuation 
which, according to section 15, omits the coinage of the silver dollar, and confirms the 
debased silver coinage of half-dollars and below, under the tender limit of $5. I am 
-aware, of course, that through the amendment of 1853 the same debased coinage was 
already established ; but, althougth the actual coinage of the silver dollar had practically 
ceased, still that piece was not abolished by law. As this new bill presumably repeals 
all previous enactments, I suppose that the total abolition of the silver dollar is contem- 
plated. * * * 

' ' Permit me to beg that you will first investigate the question of double f>s. single 
valuation. * * * 
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*' Apart from the theory, why should America have given up her silver dollar ? The 
cause of its disappearance from circulation is due to the original error of there being too 
much silver in the piece. * * * That cause would have been removed if the dollar 
weighed 400 grains, that being the true proportion of 1 to 15^ gold to silver, instead of 
412i grains, as by the old law. Why should it not be reintroduced at its true full weight 
of 400 grains and become again one of the active agents of commerce ? * * * 

'* I am, dear sir, yours very obediently, 

Erbtest Seyd." 

" To Samuel Hoopeb, Esq., M. C. 

These brief extracts are sufficient to indicate Mr. Seyd's attitude toward silver, and 
the manly, dignified way in which he presented his argument. The fact is that Seyd, 
Wolowski and Cernuschi were the three great champions of silver in Europe. They 
fought for it as knights of old fought for their lady loves. And it is the basest 
ingratitude for the friends of silver in this country to blacken the fair name of the great- 
est champion of their cause. 

A garbled statement has been going the rounds pretending to be an extract from the 
CongresmnaL Globe, It has misled many honest people. One form of it is as follows : 

" Ernest Seyd, of London, a distinguished writer and bullionist w now here, and has 
given great attention to the subject of mints and coinage, and after examining the 
first draft of the bill, made various sensible suggestions, which the committee accepted 
and embodied in the bill.'' 

Slight modifications of the wording are occasionally indulged in. For example, 
Mrs. S. E. V. Emery, in a pamphlet which seems to have been gotten up without the 
slightest regard for the truth, states that the following is to be found on page 2324 of the 
Congressional Globe for April 9, 1872 : 

** Ernest Seyd of London, a distinguished writer and bullionist, who is now here, has 
given great attention to the subject of mint and coinage. After having examined the 
Srst draft of this bill (for the demonetization of silver) he made various sensible sug- 
gestions, which the Committee adopted and embodied in the lill." 

These words were attributed to Mr. Hooper, then chairman of the committee on 
coinage, weights and measures, and, as noted above, are alleged to appear in the Con- 
gressumal Globe of April 9, 1872. 

The sentence as it actually stands in the Ghbe of that date is as follows : 

** Mr. Ernest Seyd, of London, a distinguished writer who has given /n'eat attention 
to the subject of mints and coinage, after examining the first draft of the bill, furnished 
many valuable suggestions, which have been incorporated in the biU." 

Looking at the alleged extract given before, we notice that the words, *' is now here" 
have been interpolated. They are not in the Globe, and the interpolation is done so 
clumsily as to betray the fact that the one who did it was as ignorant as he was unscru- 
pulous. 

Another most audacious falsehood, also used by Mrs. Emery to corroborate her. 
charge of bribery, is to be found upon the same page of her pamphlet, in which she 
states : 

" In the Bankerff Magazine of August, 1873, we find the following on this subject : 
* In 1873, silver being demonetized in France, England and Holland, a capital of $500,000 
was raised, and Ernest Seyd, of London, was sent to this country with this fund, as 
agent for the foreign bondholders and capitalists, to effect the same object (demonetiza- 
tion of silver), which was accomplished.' " 

This proves to be another forgery, as no such paragraph appears in the Bankers* 
Magazine tor August, 1873, or in any other number of that periodical, so far as a careful 
search by the editor can disclose. 

The following extract from a letter written by the son of Ernest Seyd is interesting, 
as settling all doubts as to whether his father was here in 1872 : 

** Ernest Seyd was not in the United States at that date, for the purpose of bribing 
members of Congress to vote for the demonetization of silver, never having been there sinco 
1856. The statement is the more absurd as he was the first to take up the cause of silver 
in England against the prevailing doctrine here, and remained a consistent supporter of 
silver, as his numerous works on the subject will show." 



uigiTized Dy x^JV/^^v is^ 



162 «* THE CRIME OF ISTS.** 



Further than this, Mr. Alfred T. Storey, an English correspondent for The Voices ♦ 
investigating the truthfulness of an alleged affidavit of one Frederick A. Luckenbach 
of Denver, Col., to the effect that Ernest Seyd had told him that he came to America in 
the winter of 1872-3, bringing with him £100,000 with which to accomplish the demon- 
etization of silver, went to see the son and the brother of Ernest Seyd at London 
and was shown the letter books of the firm for the years 1872 and 1873, when 
Mr. Seyd was said to have been in America. He made an especial investigation of the 
signatures of Ernest Seyd, Sr., from October, 1872, to March, 1878 (covering the session 
in which the act was passed), and "found that they were frequent all through that 
period ; and there were certainly no breaks between the dates long enough for 'iit, Seyd 
to have paid a visit to the States." These signatures were pointed out to him by tiie 
cashier of the firm, who was in the business with them in 1872-3. The cashier said that 
he was prepared to take oath that the signatures were Ernest Seyd's, Sr. 

The story of bribery by Ernest Seyd started in Denver, Colorado. It was manu- 
factured out of whole cloth. Senator Teller, one of the ablest advocates in this country 
of the free coinage of silver, lives in Denver, and repudiates the story. 

I almost feel like apologiziuc^ for spending so much time on this miserable fabrica- 
tion. But so many good people have believed it and have been influenced by it, that I 
determined to state the facts in the case : That Ernest Seyd has not been in this countr5 
since 1856 ; that his only connection with the bill was to write a letter to Mr. Hooper, 
just as other experts did ; and that so far as his influence went it was against the omis- 
sion of the silver dollar. And now, having done justice to the memory of an honest man, 
I dismiss the story with the full conviction that those who shall read this simple state- 
ment will never again allow the story to go unrebuked and unrefuted. 

THE TRUTH ABOUT THE ACT OF 1873. 

From the contemporary records, it is clear that the bill was before Congress for 
about three years ; that it was printed eleven times separately and twice in reports of 
the Comptroller of the Currency ; that it was considered at length by the Finance Com- 
mittee of the Senate and by the Coinage Committee of the House during five different 
sessions ; that it was carefully debated in both houses, the debates in the Senate occupy- 
ing 66 colunms, and those in the House occupying 78 columns of the Congressional 
Globe ; and it finally passed substantially as it was originally introduced. Every feature 
of the bill was thoroughly explained in the original report accompanying the bill, and 
repeatedly afterward in the debates on the bill itself. 

There, doubtless, were persons in both houses who did not pay attention to either 
the report or the discussions, for at that time such subjects were regarded as of interest 
only to experts, but it certainly can not be truthfully said that they did not have full 
opportunity to know all about it. 

So far as concerns the coinage of gold and silver, there were just two important 
provisions in the Act of 1873, namely, the imlimited coinage of gold and the limited 
coinage of silver. Both of these provisions have endured and will endure ; because, as 
I have shown already, this is the only way in which we can have the use of both metals 
as money at the same time. And though some very excellent gentlemen in Congress in 
1878, when the wave of **free silver" threatened to overwhelm every one opposed to it, 
may have said some foolish things about the A.ct of 1873, it is a significant fact 
that not a single BepubUcan of those quoted as saying these tbings, unless he 
lives in a silver- producing State, Tias ever voted to repeal the essential provisions of the A^-t 
of 1873 above cited. Except as to the trade dollar (which was inserted as a special con- " 
cession to the silver producers), the Act of 1873, based upon the experience of centuries, 
framed by men pre-eminent for ability and integrity, discussed in all its phases during 
the three years when it was before Congress, will be recorded in history as one of the 
wisest and best pieces of legislation ever enacted by the Congress of the United States* 
Its details may be changed, but its fundamental principles will endure. 



♦ Given in The Voice of May 80, 18». 
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WHY DIDN'T THE NEWSPAPERS SAY MORE ? 

Occasionally we hear a man ask, '* Why didn't the newspapers say more about the 
act at the time of its passage ? ^ The answer is plain. It was because of their being 
yie«j«-papers, not ancient histories. There was nothing new in principle or practice in the 
bill. It was largely a re-enactment of existin^law, properly codified. Why did the bill 
give gold unlimited coinage and tender ? Because all mint laws in existence did so. 
Why did it restrict the coinage of subsidary silver and limit its tender to five dollars ? 
Because these were the provisions of the Act of February 21, 1853. Why did it omit 
from coinage the old standard silver dollar ? Because that had been the intent of the Act 
of 1853. In 1853 the dollar was entirely out of circulation, and no attempt was made to 
bring it back into circulation. Why did it make the gold dollar the unit of value ? Be- 
cause it had really been the metallic unit since 1834. And this was the avowed intention 
of the Act of 1853, as is shown by the following extracts from the Congre8Honal Globes 
selected from many that might be given. 

In discussing the Act of 1853, when it was before Congress (twenty years before the 
Act of 1873 was passed), Mr. Skelton, of New Jersey, said, among other things : 

** Gk)ld is the only standard of value by which all property is now measured ; it is 
virtually the only currency of the country." * 

And on the same point, Mr. Dunham, who had the measure in charge in the House» 
said: 

" Another objection ui^ed against this proposed change is that it gives us a standard 
of gold only. * * * what advantage is to be obtained by a standard of the two 
metals which is not as well, if not much better, attained by a single standard, I am un- 
able to perceive ; while there are very great disadvantages resulting from it, as the ex- 
perience of every nation which has attempted to maintain it has proved. * * * In- 
deed, it is utterly impossible that you should long at a time maintain a double standard. 
* * * Gentlemen talk about a double standard of ^old and silver as a thing that exists 
and that we propose to change. We have had but a single standard for the last three or 
four years. That Jias been, and now w, gold. We propose to let it remain so, and to adapi 
silver to it, to regulate it by it." f 

These remarks on the Act of 1853, at the time of its consideration in Congress, show 
that the principles of the Act of 1873 had been enunciated and enacted into law twenty 
years before. 

This is corroborated by the position taken by Hon. Samuel B. Ruggles, repre* 
sentative of the United States to the International Monetary Conference of 1867— from 
the official report of which the following extract is taken : 

" The president having remarked that the United States were in the like situation 
with Prance, 

** Mr. RiJGOLBS answered that this double standard did not practically exist, and 
that therefore the United States did not seem to him to be in position to be comprised 
amongthe countries having a double standard. 

"The original act of Congress, which was passed at a time when we were less 
enlightened than to-day, either by study or experience, sought to establish a double 
standard by giving to gold coin and silver coin equal legal currency in payments, what- 
ever might be the amount of the debt. 

** In 1853, in view of the considerable change which had been experienced in the 
respective value of the two metals, and which was then in the way of increase, the 
double standard was practically abolished by the reduction of about seven per cent, in 
the weight of the fractional pieces of the silver dollar, and by the declaration that all 
the divisional coins which should subsequently be struck, should be a legal tender only 
for the payment of debts not exceeding five dollars. * * * The legislators and the 
people of the United States have sufficiently learned, if not by study, at least by ex- 
perience, that the system of a double standard is not only a fallacy, but an impos- 
sibiiity, in assuming a fixed relation between the values of two different products, 
gold and silver." 

And the remarks of Mr. Eelley in the House in 1872, X and those of Senator Stewart 

in 1874, § show that at that time, before the tremendous output of silver turned 

* Congressional Globe, volame XXYI., second session, Thirty-second Congress, page 190. 
t Volume and page above cited. 

t ** It is impossible to retain the double standard. The values of gold and silver continually fluctoste* 
Tou cannot determine this year what will be the relative values of gold and silver next year,^* etc. 
S " I want the standard gold, and no paper money not redeemable in gold." 

Digitized Dy VjOOQ IC . 



164 



" THE CRIME OF 1873." 



men's heads, there was practically undivided opinion on the subject. The bill had been 
before Congress three years, it had been repeatedly discussed, there was nothing new or 
startling in it, and hence there was no call for any extended notice of its passage. Why, 
the very fact that the papers made no extended report of its passage is the very best evl 
dence, if any more were wanted, that the act was neither novel nor vicious. The Report- 
crs's Gar.ery has always included men representing all shades of opinion, men nowhere 
surpassed for intelligence, honesty and alertness. Had there been anything wrong in 
cipher the matter of the bill or the method of its passage, these things would surely have 
been discovered and reported by some of these gentlemen. But the facts are seen to be 
that the bill was passed openly a d honestly. It embodies the principles of sound 
mintage, and it undoubtedly saved us from gomg to a silver basis on the resumption of 
specie payments. And, therefore, the men who framed it and those who passed it de- 
serve and will receive the grateful thanks of ourselves and our posterity. 

SUMMARY OF PROCEDURE-THE ACT OF 1873. 



fiubmiticd by Secretary of the Treasury 

Heferred to Senate Finance Committee 

pive hundred copies ordered printed 

>)abmitted to House, with supplementary report and correspondence 

Keported, amended and ordered printed 

Debated . 

Passed the Senate by vote of 88 to 14 

Senate Bill ordered printed 

Bill reported with substitute, and recommitted 

Original bill re-introduced and printed 

Reported and debated . 

Recommitted 

Reported from Coinage Committee, printed and recommitted .... 

Reported oack, amended and printed 

Pebated , 

Amended and passed by yote of 110 to 13 

Printed in Senate 

Beported, amended and printed 

licported. amended and printed 

Parsed Senate 

Printed with Amendments 

Conference committee appointed 

Report of conference committee presented and concurred in 

Became a law February 15, 1878 



Senate. 



April 25, 1870 
April 28, 1870 
May 2,1870 

i)ec.'V9Vi876 
Jan. 9,1871 
Jim. 10, 1871 



May 29, 1878 
Dec. 16,1872 
Jan. 7, 1878 
Jan. 17, 1873 

Jan.' 27,1878 
Feb. 6,1873 



House. 



June 25, 1870. 



Jan. 18,1871. 
Feb. 25, 1871. 
Mar. 9,1871. 
Jan. 9, 1^72. 
Jan. 10, 18:2. 
Feb. 9, 1872. 
Feb. 18, 1872 
April 9,1872. 
May 27, 1672. 



Jan. 21, 1673. 
Jan. 25, 1873. 
Feb. 7,1878. 



Appendix A— The Siltbr Coinage Section. 

As a further refutation of the charge that the bill was passed surreptitiouslj, and to 
facilitate reference to the changes made in it, during its extended consideration in Con- 
gress, there are appended here : 1st, a copy of the section in reference to silver coins as it 
appeared in the draft first submitted to experts and interested persons ; 2d, a copy of the 
section as printed in the report of the Treasury Department and as passed by the Senate ; 
8d,,a copy of the section as reported by Mr. Kelley in the House ; 4th, a copy of the sec- 
tion as reported by Mr. Hooper in the House and as passed by the House ; 5th, a copy of 
the section as reported by the Finance Committee of the Senate ; 6th, a copy of the sec- 
tion as passed by the Senate ; 7th, a copy of the section as reported from the Confer- 
ence Committee and finally accepted by House and Senate and as it appears in the Act. 

(1) The following is the Bection as it appeared in the draft firet eubmitted by the Treasury Depart- 
ment to the experts on coinage : 

Sbc. 11. And he it further enacted^ That of the silver coins, the weight of the dollar shall be 884 
erains, the weight of the half-dollar or piece of 60 cents shall be 192 grains ; and that the quarter-dollar, 
dime and haOrdime shall be, respectively, one-half , one-fifth and one-tenth of the. weight of said half- 
dollar. That the silyer coin issnea m conformity with the above sections shall be a legal tender in any 
one payment of debts for all sums not exceeding $5, except duties on imports. 

(2) Section as it appeared in the bill transmitted to the Senate April 25th, 1870, and as printed in the 
two reports of John J. Knox, Deputy Comptroller of the Currency ; also in Senate Bill 859, Forty-first 
Congress, second session, April 28, 1870 ; in same bill as reported December 19, 1870 ; and as it passed the 
Senate January 10, 1871 : 

Sbc. 16. And he it further enacted^ That of the silver coins the weight of the half-dollar, or piece 
of 50 cents, shall be 192 grains ; and that of the quarter-dollar and dime shall be. respectively, one-half 
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and one-flfth of the weight of said half-dollar. That the silver coin issned in confonnity with the aboye 
section shall be a legal tender in any one payment of debts for allsoms less than $1. 

(8) Section as reported from the Hoose Committee on Coinage and printed Febmary 25, 1871, and in 
Honse Bill No, 5, Forty-second Congress, first session, March 0, 1871 : 

Sbc. 15. And be U further enacted^ ITiat of the silver coins the weight of the half-dollar, or piece of 
60 cents, shall be 190 nalns ; and the quarter-dollar and dime shall be, respectively, one-half and one-fifth 
of the weight of said nalf-doUar ; which coins shall be » legal tender, at their denominational value, for 
any amount not exceeding f5 in any one payment. 

(4) Section as printed in House Bill number 1427, reported February 9, 1872, and as again reported 
Febmary 18, 1872, and as it passed the House May 27, 1872, and was prhited by the Senate May 29, 1872 : 

Sio. 16. And be U further enacted. That the silver coins of the United States shall be a dollar, half« 
dollar or fifty-cent piece, a quarter-dollar or twenty-five cent piece, and a dime or ten-cent piece ; and the 
weight of the dollar shall be 884 grains ; the half-dollar, qiiarter-dollar and the dime shall be, respectively, 
one-half, one-quarter, and one-tenth of the weight of said dollar ; which coin shall be a legal tender ii 
their denominational value, for any amount not exceeding $5 in any one payment. ' 

(5) Section as reported and printed in the Senate December 16, 1872 ; as reported and printed in the 
Senate January 7, 1878 : 

** Sbo. 15. That the silver coins of the United States shall be a trade-dollar, a half-dollar or fifty-cent 



, J legal t 

their nominal value for any amount not exceeding $5 in any one payment** 

(6) Section as it passed the Senate, January 17, 1878, and was printed in the House, January 21, 1878 : 
Sbo. 16. That the silver coins of the United States shall be a trade-dollar, a half-dollar, or fifty-cent 

piece, a quarter-dollar, or twenty-flve-cent piece, a dime or ten-cent piece; andtheweisht of the trade* 
dollar shall be four hundred and twenty grains troy : the weight of the half -dollar shall be twelve graina 
and one-half of a Rrain ; the quarter-dollar and the dime shall oe, respectively, one-half and one-fifth of 
the weight of said half-dollar ; and said coins shall be a legal tender at their nominal value for any amount 
not exceeding five dollars in any one payment 

(7) A0 reported from the conference committee and accepted by both houses and as it appears in the 
act: 

Sbo. 16. That the silver coins of the United States shall be a trade-dollar, a half-dollar, or fifty-cent 

Siece, a quarter-dollar, or twenty-five cent piece, a dime, or ten-cent piece ; and the weight of the trade- 
oUar shall be four hundred ana twenty grains troy : the weight of the half-dollar shaU be twelve grama 
and one-half of a gram ; the quarter-dollar and the dime shalTbe. respectfully, one-half and one-fifth of 
the weight of the said half-dollar ; and said coins shall be a legal tender at their nominal value for any 
amount not exceeding five dollars in any one payment. 

The following section was contained in all the different bills and in the coinage act of 1878 : - 
Sbo. 18. And be U further enaeted^ That no coins, either of gold, silver or minor coinage, shallr 
hereafter be Issued from the Mint other than those of the denominations, standards, and weights herein 
eet forth. 

Appendix B.— Thb Act op 1878.* 

An Act re-rising nnd nmendins; tlie Inw^s relntl-re to tbe mints, assay oMeetf^ 
»nd eoinage of tlie United States* [Statutes at Large, volume 17, p. 424.] 

JBeiten€icted,ete., That the Mint of the United States is hereby established as a Bureau of the 
Treasury Department, embracing in its organization and under its control all mints for the manufacture ef 
coin, and all assay offices for the stamping of bars, which are now, or which may be hereafter, authorized 
by law. [Remainder of section provides for the appointment and term of office of Director of the Mint.] 

^ [Sbcs. 2-12. inclusive, provide for the officers of the several mints and assay-offices, define their 
powers, duties and salaries, and prescribe the form of oath of office and official bonds required.] 

Sbo. 18. That the standard for both gold and silver coins of the United States shall be such that of 
one thousand parts by weight nine hundred shall be of pure metal and one hundred of alloy ; and die 
alloy of the silver coins shall be of copper, and the alloy of the gold coins shall be of copper, or of 
copper and silver ; but the silver shall in no case exceed one-tenth of the whole alloy. 

Sbc. 14. That the gold coins of the United States shall be a one-dollar piece, which, at the standard 
weight of twenty-five and eight-tenths grains, shall be the unit of value ; a quarter-eagle, or two-and-*» 
half-dollar piece : a tliree-dollar piece ; a half-eagle, or five-dollar piece ; an eagie, or ten-dollar piece ; 
and a double-eagle, or twenty-dollar piece. And the standard weight of the gold dollar shall be twenty- 
five and eight-tenths grains ; of the quarter-eagle, or two-and-a-half -dollar piece, sixty-four and a half 
grains ; of the three-dollar piece, seventy-seven and four-tenths grains ; of the half -eagle, or five-dollaf 
piece, one hundred and twenty-nine grains ; of the eagle, or ten-dollar piece, two hundred and fifty-eight 
grains ; of the double-eagle, or twenty-dollar piece, five hundred and sixteen grains ; which coins shall be 
a legal tender in all payments at their nominal value when not below the standard weight and limit of 
tolerance provided in this act for the single piece, and when reduced in weight, below said standard and 
tolerance, shall be a legal tender at valuation in proportion to their actual weight ; and any gold coin of 
the United States, if reduced in weight by natural abrasion not more than one-half of one per centum below^ 
the standard weight prescribed by law, after a circulation of twenty years, as shown by its date of coinage* 
and at a ratable proportion for any period less than twenty years, shall be received at their nominal value 
by the United States Treasury and its offices, under such regulations as the Secretary of the Treasury may 
prescribe for the protection of the Government against fraudulent abrasion or other practices ; and any 
gold coins in the Treasury of the United States reduced in weight below this limit of abrasion shall be 
reco ined. ' 

* A large part of the act is taken up with details as to the organization of the Bureau of the Mint| 
etc Of such portions only a synopsis is given here ; bat every section of a public nature referring to H^ 
matter of coiuige is given in full. 
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Sbo. 15. That the silver coins of the United States shall be a trade-dollar, a half-dollar, or fifty-cent 
piece, a quarter-dollar, or tweoty-fiye-cent piece, a dime, or ten-cent piece ; and the weight of the trade- 
dollar shall be four hundred and twenty grains troy ; the weight of the half-dollar shall be twelve grams 
and one-half of a gram ; the quarter-dollar and the dime shall be, respectiyely, one-half and one-fifth of 
the weight of said half-dollar ; and said coins shall be a legal tender at their nominal valne for any amount 
not exceeding five dollars in any one payment. 

Sec. 16. That the minor coins of the United States shall be a five-cent piece, a three-cent piece, and 
a one-cent piece, and the alloy for the five and three cent pieces shall be of copper and nickel, to be com^ 
posed of three-fourths copper and one-fourth nickel, and the alloy of the one-cent piece shall be ninety- 
. five per centum of copper and five per centum of tin and zinc, in such proportions as shall be determined 
by the Director of the Mint. The weight of the piece of five cents shall be seventy-seven and sixteen- 
hundredths grains troy ; of the three-cent piece, thirty ^grains ; and of the one-cent piece, forty-eight 
grains ; which coins shall be a legal tender, at their nominal value, for any amount not exceeding twenty- 
five cents in any one payment 

Sio. 17. That no coins, either of gold, silver, or minor coinage, shall hereafter be issued from the 
Hint other than those of the denominations, standards, and weights herein set forth. 

Sbo. 18. That upon the coins of the United States there shall be the following devices and legends : 
Upon one side there shall be an impression emblematic of liberty, with an inscription of the word 
'Miiberty " and the year of the coina^, and upon the reverse shall be the figure or representation of an 
eagle, with the inscriptions ^* United States of America ^* and " E Pluribus Unum," and a designation of 
the value of the coin ; but on the gold dollar and three-dollar piece, the dime, five, three, and one-cent 
piece, the figure of the eagle shall be omitted ; and on the reverse of the silver trade-dollar the weight and 
tl^e fineness of the coin shall be inscribed ; and the Director of the Mint, with the approval of the Secre- 
tary of the Treasury, may cause the motto ** In Qod we trust " to be inscribed upon such coins as shall 
admit of such motto ; and any one of the foregoing inscriptions may be on the rim of the gold and silver 
co^ns. 

Sxo. 19. That at the option of the owner gold or silver may be cast into bars of fine metal, or of . 
atandard fineness, or unparted, as he may prefer, with a stamp upon the same designating the weight and 
fineness, and with sitph devices impressed thereon as may be deemed expedient to prevent fraudulent 
imitation, and no such bars shall be issued of a less weight than five ounces. 

Sbo. 20. That any owner of gold bullion may deposit the same at any mint, to be formed into coin 
or bars for his benefit ; but it shall be lawful to refuse any deposit of less value than one hundred dollars, 
or any bullion so base as to be unsuitable for the operations of the Mint ; and when gold and silver are 
combined, if either metal be in such small proportion that it cannot be separated advantageously, no 
allowance shall be made to the depositor for its value. 

Sbc. 21. That any owner of silver bullion may deposit the same at any mint, to be formed into bars 
or into dollars of The weight of four hundred and twenty grains troy, designated in this act as trade-dol- 
lars, and no deposit of silver for other coinage shall bo received ; but silver bullion contained in gold 
deposits, and separated therefrom, may be paid for in silver coin, at such valuatidn as may be, from time 
to time, established by the Director of the Mint. 

Sbc. 22. Tl^^t when bullion is deposited in any of the mints, it shall be weighed by the superintend- 
ent, and when practicable, in the presence of the depositor, to whom a receipt shall be given, which shall 
state the description and weight of the bullion ; but when the bullion is in such a state as to require melt- 
ing, or the removal of base metals, before its value can be ascertained, the weight, after such operation, 
shall be considered as the true weight of the bullion deposited. The fitness of the bullion to be received 
ahall be determined by the assayer, and the mode of melting by the melter and refiner. 

[Sees, 23 and 24 provide for the assay of bullion and a report thereon by the assayer.] 

Sbo. 25. That the charge for converting standard gold bullion into coin shall be one-fifth of one per 
centum ; and the charges for converting standard silver into trade dollars, for melting and refining when 
bullion is below standard, for toughening when metals are contained in it which render it unfit for coin- 
age, ^or copper ussd for alloy when the bullion is above standard, for separating the gold and silver when 
these metals exist together iirthe bullion, and for the preparation of bars, shall be fixed, from time to 
time, by the Director, with the concurrence of the Secretary of the Treasury, so as to equal but not 
exceed, in their judgment, the actual average cost to each mint and assay office of the material, labor, 
wastage, and use of machinery employed in each of the cases aforementioned. 

Sbo. 26. That the assayer shall verify all calculations made by the superintendent of the value of , 
deposits, and, if satisfied of the correctness thereof, shall coimtersign the certificate required to be given 
by the superintendent to the depositor. 

Sbc. 27. That in order to procure bullion for the silver coinage authorized by this act, the superin- 
tendents, with the approval of the Director of the Mint, as to price, terms and qtiantity, shall purchase such 
bullion with the bullion fund. The gain arising from the coinage of such silver bullion into coin of a 
nominal value exceeding the cot thereof shall be credited to a special fund denominated the silver- 
profit f and. This fund shall bo charged with the wastage incurred in the silver coinage, and with the 
expense of distributing said coins as hereinafter provided. The balance to the credit of this fund shall 
Xi'i from -time to time, and at least twice a year, paid into the Treasury ^f the United States. 

Sbo. 28. That silver coins othei than the trade-dollar shall be paid out at the several mints, and at 
the assay office in New York City, in exchange for gold coins at par, in sums not less than one hundred 
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dollars ; and it ehall be lawful, also, to transmit parcels of the same, from time to time, to the assistant- 
treasurers, depositaries, and other officers of the United States, under general regulations proposed by the 
Director of the Mint, and approved by the Secretary of the Treasury ; but nothing herein contained shall 
prevent the payment of silver coins, at their nominal value, for silver parted from gold, as provided in this 
act, or for change less than one dollar in settlement for gold deposits. Providedt That for two years after 
the passage of this act, silver coins shall be paid at the mint in Philadelphia, and the assay office in New 
TorkCity, for silver bullion purchased for coinage, under such regulations as may be prescribed by the 
Director of the Mint, and approved by the Secretary of the Treasury. 

Seo. 29. That for the purchase of metal for the minor coinage authorized by this act, a sum not ex- 
ceeding fifty thousand dollars in lawful money of the United States shall be transferred by the Secretary 
of the Treasury to the credit of the Superintendent of the mint at Philadelphia, at which establishment 
only, until otherwise provided bylaw, such coinage shall be carried on. The superinten 'lent, with the 
approval of the Director of the Mint as to price, terms and quantity, shall purchase the metal required for 
such coinage by public advertisement, and the lowest and best bid shall be accepted, the fineness of the 
metals to be dctermilied on the mint assay. The gain arising from the coinage of such metals into coin of 
a nominal value, exceeding the cost thereof, shall be credited to the special fund denominated the minor, 
coinage profit fund ; and this fund shall be charged with the wastage incurred in such coinage, and with 
the cost of distn^buting said coins as hereinafter provided. The balance remaining to the credit of this 
fund, and any balance of profits accrued from minor coinage under former acts, shall be, from time to 
time, and at least twice a year, covered into the Treasury of the United States. 

Sbo. 80. That the minor coins authorized by this act may, at the discretion of the Director of the 
Mint, be delivered in any of the principal cities and towns of the United States, at the cost of the Mint, 
for transportation, and shall be exchangeable at par at the mint in Philadelphia, at the discretion of the 
superintendent, for any other coins of copper, bronze, or copper-nickel heretofore authorized by law ; and 
it shall be lawful for the Treasurer and the several assistant treasurers and depositaries of the United, 
States to redeem, in lawful money, under such rules as may be prescribed by the Secretary of the Treasury, 
all copper, bronze, and copper-nickel coins authorized by law when presented in sums of not less than 
twenty dollars ; and whenever, under this authority, these coins are presented for redemption in such 
quantity as to show the amouot outstanding to be redundant, the Secretary of the Treasury is authorized 
and required to direct that such coinage shall cease until otherwise ordered by him. 

[Sbcs. 81 to 85 relate to the handling, delivery, melting, assaying, etc., of bullion and ingots within 
the Bfint.] 

Seo. 86. That in adjusting the weights of the gold coins, the following deviations shall not be ex 
ceeded in any single piece : In the double-eagle and the eagle, one-half of a grain ; in the half -eagle, the 
three-dollar piece, the quarter-eagle, and the one-dollar piece, one-fourth of a grain. And in weighing a 
number of pieces together, when delivered by the coiner to the superintendent, and by the superinten- 
dent to the depositor, the deviation from the standard weight shall not exceed one-hundredth of an 
ounce in five thousand dollars in double-eagles, eagles, lu^f-eagles, or quarter-eagles, in one thousand 
three-dollar pieces, and in one thousand one-dollar pieces. 

Sbo. 37 That in adjusting the weight of the silver coins the following deviations shall not be ex- 
ceeded in any single piece : In the dollar, the half and quarter dollar, and in the dime, one and one-half 
grains ; and in weighing large numbers of pieces together, when delivered by the coiner to the superin- 
tendent, and by the superintendent to the depositor, the deviations from the standard w»»ight shall not 
exceed two-hundredths of an ounce in one thousand dollars, half-dollars, or quarter-dollars, and one* 
himdredth of an ounce in one thousand dimes. 

Sbc. 8§. That in adjusting the weight of the minor coins provided by this act, there shall be no 
greater deviation allowed than th^ee grains for the five-cent piece and two grains for the three and one 
cent pieces. 

[Sbo. 89 provides for the delivery by the coiner to the superintendent of o^ins for trial weight and- 
assay.] 

LSbc. 40 provides for the mode of delivery of such coins by the coiner to the superintendent.} 

[Sbc. 42 provides for the disposition of clippings of bullion, etc.] 

[Sbo. 42 provides for the method of accounting between the coiner and the superintendent]. 

[Sbo. 48 provides for the examination by the superintendent of the accounts of the coiner, melter aud 
refiner, and what amount may be allowed for wastage.] 

[Sbo. 44 provides for accounting between the superintendent and the director of the mint, and for 
an expense account.] 

Sbo. 45. That when the coins or bars whicli are the equivalent to any deposit of bullion are ready 
for delivery, they shall be paid to the depositor, or his order, by the superintendent ; and the payments shall 
be made, if demanded, in the order in which the bullion shall have been brought to the mint ; but in cases 
where there is delay in manipulating a refractory deposit, or for any other unavoidable cause, the payment of 
subsequent deposits, the value of which i^ known, shall not be delayed thereby ; and in the denominations 
of coin delivered, the superintendent shall comply with the wishes of the depositor, except when impracti- 
cable or inconvenient to do so. 

Sbo. 46. That unparted bullion may be exchanged at any. of the mints for fine bars, on such termS; 
and conditions as may be prescribed by the Director of the Mint, with the approval of the Secretary of the 
Treasury ; and the fineness, weight and value of the bullion received and given ia exchange shall in aE 
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cases be determined by the Mint assay. The charge to the depositor for refining or parting shall not ex- 
ceed that allowed and deducted for the same operation in the exchange of unrefined for refined bullion. 

Seo. 47. That for the purpose of enabling the mints and the assay office in New York to make 
returns to depositors with as little delay as possible, it shall be the duty of the Secretary of the Treasury 
to keep in the said mints [and assay office, when the state of the Treasury will admit thereof, such an 
amount of public money, or bullion procured for the purpose, as he shall judge conyenient and necessary, 
out of which those who bring bullion to the said mints and assay office may be paid the value thereof, in 
coin or bars, as soon as practicable after the value has been ascertained ; and on payment thereof being 
made the bullion so deposited shall become the property of the United States ; but the Secretary of the 
Treasury may at any time withdraw the fund, or any portion thereof. 

Sbc. 48. That to secure a due conformity in the gold and silver coins to their respective standards 
of fineness and weight, the Judge of the District Court of the United States for the Eastern District of 
Pennsylvania, the Comptroller of the Currency, the assayer of the assay office at NeW York, and such 
other persons as the President shall from time to time designate, shall meet as assay commissioners, at the 
mint in PhUadelphia, to examine and test, in the presence of the Director of the Mipt, the fineness and 
weight of the coins reserved by the several mints for this purpose on the second WeSiesday in February, 
annually, and may continue their meeting by adjournment, if necessary ; if a majority of the commissioners 
shall fail to attend at any time appointed for their meeting, the Director of the Mint shall call a meeting of 
the commissioners at such other time as he may deem convenient ; and if it shall appear by such examination 
and test that these coins do not differ from the standard fineness and weight by a greater quantity than is 
allowed by law, the trial shall be considered and reported as satisfactory ; but if any greater deviation 
from the legal standard or weight shall appear, this fact shall be certified to the President of the United 
States ; and if, on a view of the circumstances of the case, he shall so decide, the officer or officers impli- 
cated in the error shall be thenceforward disqualified from holding their respective offices. 

Sxo. 49. That for the purpose of securing a due conformity in weight of the coins of the United 
Stateato the provisions of this act, the brass troy-ponnd weight procured by the minister of the United 
States at London, in the year eighteen hundred and twenty-seven, for the use of the Mint, and now in the 
custody of the mint at PhUadelpnia, shall be the standard troy pound of the Mint of the United States, 
conformably to which the coinage thereof shall be regulated. 

[Sec. 50 provides for a series of standard weights for each mint and assay office, and regulates the 
testing thereof annually.l 

[Sec. 51 provides for the destruction of the obverse working dies at the end of each calendar year.] 

[Seo. 53 provides that dies of a national character and medals may be made at the Mint at Phila- 
delphia.] 

I [Seo. 53 provides that all receipts for charges, deductions, etc., shall be covered into the Treasury 

of the United States, and that no expenditures shall be mode for salaries other than by appropriations.] 

[Sec. 54 provides for the officers of the assay office at New York and their appointment, and defines 
the business of the assay office.] 

[Seo. 55 defines the duties, oath of office and bonds of such officers.] 

[Seo. 56 defines their salaries.] 

[Seo. 57 provides regulations for the assay offices at Denver, Boise City, and elsewhere, their officers 
salaries, etc.] 

[Sec. 58 defines the oath of office, bonds, etc., of officers of assay offices.] 

[Seo. 59 provides that the general direction of the assay offices shall rest with the Director of the 
Mint.] 

[Sec. 60. The provisions of the act for the government of the mint to apply to the assay-offices.] 

[Sec. 61 provides penalties for counterfeiting, etc., gold or silver coins or bars of the U. 8.] 

[Sec. 62 provides penalties for counterfeiting the minor coins of the United States.] 

Seo. 63. That if any person shall fraudulently, by any art, way or means whatsoever, deface, mutilate*, 
impair, diminish, falsify, scale or lighten the gold or silver coins which have been, or which skall hereafter 
be, coined at the mints of the United States, or any foreign gold or silver coins which are by law made cur- 
rent, or are in actual use and circulation as money within the United States, every person so offending 
shalLbe deemed guilty of a high misdemeanor, and shall be imprisoned not exceeding two years, and fined 
not exceeding two thousand dollars. 

[Seo. 64 provides penalties for fraudulently debasing the coinage of the mints, or embesEling metal 
and coin in the mints.] 

Seo. 65. That this act shall Uke effect on the first day of April, eighteen hundred and seventy-three^ 
[Defines change of organization to occur at that time.] 

[Sec 66. Defines the names of the several mints and assay offices, and transfers unexpended ap* 
propriations.] 

Seo. 67. That this act shall be known as the " Coinage Act of 1878 ; ** and all other acts and parts of 
acts pertaining to the mints, assay offices and coinage of the United States inconsistent with the provisicnis 
of this act are hereby repealed : Provided^ That this act shall not be construed to affect any act done» 
right accrued, or penalty incurred, under former acts, but every such right is hereby saved. • » • [Be» 
mainder provides that for prosecutions of violations of former acts, and repeals legislation of 1870 pe^ 
jnitting exchange of unrefined or unparted bullion.] 

Approved Feb. 12, 1873. 
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*^But the advocates of silver coinage insist that with S71i grains of silver 
admitted in unlimited quantities to the mints for free coinage, free of change, 
the bullion value of this number of grains would necessarily be equal, before 
coinage, to the coined dollar. This is true, and it would be equally true of 
100 grains, or of 1 grain, if admitted free and in unlimited quantities to coinage; 
indeed, if chips were admitted free and in unlimited quantities to the privilege of 
being stamped into dollars, the chips before they were stamped, would be worth 
as much as the dollars after they were stamped, but, unfortunately, the dollars 
would be worth no more than chips,"— Hon, Hoke Smith, Ex-Secretary of the 
Interior. 
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WHAT FREE COINAGE MEANS, 

[From an address delivered by Secretary Gage In Brooklyn, Oct. 26, 1900.] 

What is 16 to 1 ? It is the ratio which Congress fixed many years ago between 
gold and silver when coined at the mint — ^that is to say, it is a relation, in weight 
of metal, between silver dollars and gold dollars. Under the law a given quantity 
of gold was stamped a dollar, and sixteen times that weight in silver was stamx>ed 
a dollar. You perceive it is a relation of weight, not a relation of value. But since 
the years 1792 and 1834 the relative value between gold and silver has radically 
changed. In the former periods one ounce of gold would exchange for about six- 
teen ounces of silver. For some years past one oimce of gold has exchanged for 
thirty-two or thirty-four ounces of silver. It will now exchange in the same ratio, 
and there is no reason to doubt that it will so continue to exchange for an indefinite 
time. These are facts. 

The Democratic champion still avers that on this question the party stands 
where it did in 1896. He does not talk about it so much, but when he does talk 
about it he uses the same misleading phrases as of old. For instance, he has re- 
peatedly said : * ' The Republican administration tmder McKinley is coining silver 
every day in the month and every month in the year at the ratio of 16 to 1. If that 
is not a correct ratio, why do they do it ?" 

Mr. Bryan knows why, but he conceals the reason and allows his hearers to 
draw erroneous conclusions. The statement, as far as it goes, is true. In 1878 a 
measure passed congress directing the secretary of the treasury to buy 2,000,000 
oimces per month and coin into standard dollars. But remember this : The coinage 
was to be for the government and on government account, and not on private 
account for the holders of bullion. In 1890 the Sherman law was passed, which 
directed the secretary to buy not less than four and one-half million ounces of silver 
and to coin not less than two million ounces a month. That act also declared it to 
be the policy of the government to maintain these dollars on a parity with gold. 
In 1893 the purchasing clause of the Shennan law was repealed. Since that time 
the mints have in truth been engaged in coining up the purchased bullion. But 
mark this : Through the law and by the operation of the treasury the dollars have 
been kept equal to gold. They are paid out only by the government, and against 
the receipt by the government of an equal amount of gold or in service rendered or 
goods bought. With the government's guarantee of parity and the quantity limited 
it is manifestly an indifferent circumstance whether the ratio were 16 to 1, 20 to 1 
or 5 to 1. And yet Mr. Bryan deftly insinuates that this practice justifies free coin- 
age for everybody at a ratio commercially obsolete without any guarantee of equal- 
ity with gold from anybody. 

How would the interests of wage earners and salarj^-paid people be affected if 
the Democratic Bryan proposition should be realized ? Would the free coinage of 
silver and the consequent adoption of the silver standard in our domestic affairs 
deprive the wage earner of one-half his present reward ? I have no more doubt of 
the truth of it than I have doubt that grapes grow grapes or that thistles grow 
thistles. 

You can see it for yourself if you will really try. Give attention now. It is 
not difficult. It is simple. You work for pay. In what are you paid ? You will 
say, "in money." That is true, but the money is only an intermediary to that in 
which j^ou are really paid, viz., things that you use and consume. The value of 
your* work is measured finally by what your work will procure. You are paid §2 
per day, in gold or its equivalent. Two dollars will buy a sack of flour, a pair of 
shoes or 1,000 pounds of coal, and so on. The value of your labor is, therefore, 
equal to the value of a sack of flour, a pair of shoes, 1,000 pounds of coal, or what not. 

Now, among other things your labor pay will buy is silver. With |2 of the 
money in which you are now paid you can buy 1,600 grains of silver bullion. That 
quantity of silver bullion has its exchangeable value all over the world. In our 
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market 1,600 grains of silver are equal in valne to a sack of flour, a pair of shoes, or 
1,000 pounds of coal. In other words, your labor pay and 1,600 grains of silver are 
equivalent to each other in their power to command those things that minister to 
the comfort and happiness of yourselves and your families. 

Let us now examine the free silver proposition. It is simply this : Open the 
mints to everybody. Permit the owners of silver to bring in 371J grains of 
flilver. Stamp it one dollar and give it back to them. Clothe that dollar with 
legal-tender quality, so that it may be lawfully used to pay debts. That is all. It 
is simple enough, isn't it ? But we know that $1 of our present kind of money — 
the money in which you are paid your salaries and your wages — ^is worth, not 371 J- 
grains, but more than 800 grains. Would you not rather have the equivalent of 
SOO grains for your pay than the equivalent of 371^ grains? 

And yet/ if you consent to the free silver programme ; if Bryan and his Demo- 
cratic, Populistic-Silveristic supporters come into power, that programme will be 
adopted, and you inevitably get your pay in the new dollars containing 37 1^ grains 
of fine silver. Before you vote for this sort of business be wise enough to get a 
stipulation from your employers that you shall then be paid, as you are now paid, 
in something equivalent to 800 grains of silver. If you do not do so, you will get 
the equivalent of only 371 i grains for every dollar paid you. Can you afford it? 

But they will tell you that these new dollars, containing 371^ grains, will be as 
valuable then as the 800 grains are now. They will tell you that a dollar is a dollar, 
and that free coinage will bring the value of the bullion up to its coinage value. 
So that then 37 1^ grains will be worth a dollar. Three hundred and seventy-one 
and one-fourth grains in silver bullion will indeed be woi*th one of the new silver 
dollars, because with that number of grains you can get one of the new dollars, and 
one of the new dollars will be worth 371^ grains of silver, because there are just 
S71i grains in it; but the question— the question in which you are interested— is this: 
What will be the value of that dollar in purchasing power when paid to me in 
wages, compared with the dollar in which I am now paid ? You know the value <rf 
your present dollars. Are you prepared to guarantee to yourselves and to your 
families that these new proposed dollars will be equal or even approximate value? 
No, gentlemen you cannot afford to do so. Ta-ke risk of such an empty chance if 
you will, but when the hour of your grief and disappointment shall come, as come 
it surely will, then blame yourselves, but absolve the Republican party from any 
responsibility for the adversities you will suffer. Lyman J. Gage. 



SOME ELEMENTARY TRUTHS ABOUT FREE COINAGE. 



Because our currency is again involved in politics, because men forget, and be- 
cause new voters must consider the old questions, it is well to define the terms and 
phrases used most commonly in the discussion of this subject. 

Coinage. 

The word coinage means the act of placing a stamp upon a bit of metal, which 
fltamp shows the quality and quantity of metal in the coin. This quantity is not 
usually stated in terms of weight, but by a name, which is only put on coins con- 
taining a certain weight of metal This weight may be thus named either as a re- 
sult of custom or by the law of some government. Thus, the word ** dollar" 
fitamped on a coin means that the government certifies that the coin contains so 
many grains of gold or silver, as some law provides that it shall contain. This cer- 
tification is sometimes made by private individuals, and their certification has been 
accepted and has made the coins certified by them pass in business and perform all 
i;he functions that other coins perform. Governments generally do this now. 

This service is of much use because it saves the time and labor which would 
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otherwise be I'eqxdred to test the quality and quantity of gold or silver metal when 
the same is to be used for exchange for services or property. But this coinage adds 
nothing to the value of the metal ; there is nothing of value in the coin which was 
not in the metal before it was coined. Convenience only has been served by coinage. 

Legal Tender. z 

But governments do something else. They decree by law that certain coins shall f 
be a legal tender in the payment of debts, as our government by law decrees that 
certain coins shall be legal tender for a *' dollar " each. This also is only done for 
convenience and to save disputes—not with the idea that the legal tender quality 
adds a value that was not in the coin or in the metal before it was coined. At vari- 
ous periods in history, however, some men have believed that the legal tender quality 
did add value to a coin and even to a piece of paper. And sometimes they have had 
influence enough to induce a government to enact laws to carry out their briefs, 
with the result, however, that events have always shown that these men were mis- 
taken, and unfortunately, also, the people of those countries thus induced to follow 
their theories have always, without exception, greatly suffered. 

Strangely enough the suffering of one generation from mistaken theories about 
the power of government to give value by coinage and legal tender seems to be more 
easily forgotten than almost any other of man's experiences. And so, from time to 
time, the same old battle must be fought ; and if the theorists are successful in any V 
instance the same old miseries must be suffered by an oppressed or deluded people. 

Free Coinage. 
** Free coinage " means simply that an owner of gold or silver metal may take 
it to the place where government carries on the business of coining — that is, th& 
mint — and have it tested as to quality and then put into coin form. 

Sixteen-to-One. 

**Free Coinage at 16-to-l " means that the government is to stamp a piece of 
gold containing 23.22 grains of pure gold with the name " dollar," whenever asked 
to do so by anyone, and also to stamp a piece of silver containing 371^ grains of 
pure silver with the name ** dollar" — the silver coin being thus sixteen times as 
heavy as the gold coin of the same name. Now in truth at the present time 371^ - 

grains of silver are only worth half as much as is the metal in the gold dollar. ^ 

Still, if government stopped here, not much harm would be done. The mischief 
comes when it enacts that both shall be legal tender for the full dollar in the pay- 
ment of debts. 

Both reason and experience of mankind teach us that neither coinage nor legal 
tender adds to the value that a metal had before it was coined and the coin was 
made legal tender. Therefore, it follows that the silver coin called a dollar would 
in fact be worth only half of what a gold dollar is now, and would be, worth when 
the 16-to-l free coinage law had been enacted. When this had been done, then, of 
course everyone who had a debt to pay would pay it with silver dollars ; for it 
would cost just half as much to get them as to get gold dollars. Then gold dollars 
disappear, and our only coin dollar is the silver dollar. Then the day's wage, then 
the savings and other bank deposits, the life insurance, fixed incomes, salaries ; 
pensions and annuities, are all paid in the cheaper coin ; then all values and trans- 
actions are an ever changing gamble on the daily value of the dollar. But before^ < 
all this, comes the panic, the failures, the stopping of mills and of all sorts of indus-. ' 
trial enterprises ;— in short all the old, old, miseries that man has so often under- 
gone after a debauch in this kind of financial folly. 

Are not the people of the United States too shrewd too wisely selfish to suffer 
themselves to be deluded into all of this trouble? A short time will bring the^ 
answer to my question. Charles S. Fairchild. 
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THE FREE COINAGE OF SILVER AT 16 TO 1. 



The gold dollar of the United States contains 28.22 grains of fine gold, and the 
silver dollar, 371^ of fine silver. Dividing the former into the latter gives 15.98 and 
a fraction, which is so near 16 that the ratio is commonly said to be 16 to 1. The 
relative contents of our gold and silver coins were fixed as they are because when 
the act was passed these weights were believed to give equal values. This was done 
in 1834. It soon developed, however, that either the silver coin was over- valued in 
the act, or silver immediately afterward advanced in value in the markets of the 
world, for our silver coins became worth slightly above their face value, and were 
melted down and sold abroad as bullion. This condition lasted for more than 30 
years and existed when the silver dollar was dropped from our list of coins, in 1873. 
Shortly after the latter date, silver began to decline and the present value of 871 J 
grains of silver is now under 50 cents. 

To re-open the mints now at the old ratio, as though this decline had never 
occun-ed, would be contrary to the principles upon which the coinage ratio was 
originally established, and in view of the past experience of this and other countries, 
it must be assumed, would result in expelling our gold from circulation and giving 
us silver only for our metallic money. As about one-half of all the money in the 
country is gold, the result upon the business interests of the country of such con- 
traction would inevitably be disastrous. In time, the vacancy in the circulation 
would be supplied by silver coming from all parts of the world, but it would require 
several years to complete the transition from a gold to a silver basis and they would 
be years of paralysis and distress. When the equilibrium was regained it would be 
with a new scale of values. Wages and prices would have to adjust anew their 
relations and, as commodities are influenced by world prices, theyjvould reach the 
the new level first, and wage-earners would lie under a disadvantage. 

.Under such a policy, any one who had 371 J grains of silver could take it to the 
United States mint and have it coined into a dollar and returned to him for his 
private use and benefit. All debts and obligations of every character, calling for 
dollars, could be legally discharged in the new dollars. Bank depositors, the 
holders of life insurance i)61icies, lenders of money, and wage-earners would all 
fare alike. 

Inasmuch as every important nation of the world, except China and Mexico, has 
adopted the gold standard, the United States, by leaving it, would isolate itself in 
trade relations from its chief customers. 

The nations which have a common standard of value have a broad and stable 
basis for mutual trade. Their currencies bear such relations to each other that the 
variations between them can never exceed the cost of shipping gold. The value of 
a certain sum in the money of one country can always be calculated in the money 
of another. Our salesmen are now in all parts of the world quoting prices and 
persuading buyers. Every risk that they lie under which does not also lie against 
their competitors tends to reduce their profits or exclude them from the market. 

The Mexican dollar last year, had a range of six per cent as compared with 
the money of all gold standard countries, and all the international transactions of 
that country were involved in its fluctuations. 

The Mexican dollar has had a range of three per cent in the last three months. 
With flour at $5 per barrel, if an American mill with a capacity of 1,000 barrels per 
day had a contract in Liverpool, or Hamburg, for future delivery, a fluctuation of 
three per cent in the value of our currency to gold would make a difference to that 
mill of $150 per day. We cannot hope to become a great industrial or commercial 
nation under such a handicap as that. 

Whatever ground there may have once been for the claim that the supply of 
gold was inadequate, has been removed by the rapid increase in gold production in 
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recent years. The total production of gold and silver in 1873, valuing silver at 16 to 
J, was about $178,000,000. 

In 1899 the total production of gold alone, was about |315,000,000, and but for 
the war in the Transvaal, would have reached $340,000,000. 

With all fields increasing their outputs, the production of gold alone, next year 
will doubtless equal twice the output of both gold and silver in the year 1873. 

In view of this fact, it would seem to be clear that there is no prospect for a ^ 
dearth of money and hence no possible warrant for such a derangement of business ^ 

relations, such far-reaching injustice, and such a commercial convulsion as the open- 
ing of the mints to the free coinage of silver at 16 to 1. would involve. 

Georqe E. Roberts. 



A THREAT OF FINANCIAL CHAOS. 



There is too much disposition to look upon the financial proposition for which 
Mr. Bryan stands as something about which honest and intelligent men may differ 
and from the effects of which the country can not suffer seriously because it can 
retrace its steps at any time if it dislikes the road upon which it finds itself travel- 
ing. This optimistic view of the matter can not be taken by any person familiar 
with financial history — even the recent history of our own country, not to penetrate 
remote periods or invade foreign countries — nor can it be taken by any person 
who understands the nature of his proposition. It is the most ruinous and the most 
suicidal proposition that was ever put forward by an aspirant for national power, 
and the damage that would be done by the experiment he proposes to try — ^nay the 
damage that would be caused by the announcement that he had been elected — could 
never be undone even if the country turned back and abandoned the pathway of 
dishonor and disaster. 

If it were proposed to reduce every unit of weight, capacity and extent one-half 
no one would pretend that the results would be trifling, or that the experiment 
might be tried with serene confidence that if the country did not like the new 
measures it could return to the old ones. The new measures would be just as good 
as the old ones ; the disastrous thing would be the change itself. To go back to 
the old measures would be futile and would simply make two disasters instead of 
one. To reduce the unit of value one-half would be, if possible, even more devas- 
tating than to reduce all the other units one-half. Every price, every bargain, 
every order, every salary and wage, every debt, every bank deposit, every life in- 
surance policy, every tangible and intangible possession of every person would b© 
radically affected. 

If they were all affected in precisely the same degree and at the same time no 
one would be the worse for it and no one wotdd be the better. The man on $1,000 
a year would find his salary raised to $2,000, but the $15 suit he used to get had 
gone up to $30, and his house rent was $600 instead of $300. But the change can- 
not affect everybody at once and in the same degree. Existing obligations would 
remain unchanged. The man who had given a $500,000 mortgage on New York 
real estate would find that he still owed but half a million dollars while on May 1 
he would double all his rentals. On the other hand, the holder of a life insui'ance 
policy would find that $5,000 meant far less for his family than it did before, and 
the depositor in a savings bank would find that the number of dollars to his credit 
remained unchanged while each dollar represented much less of x>o'^6r to stave off 
privations than it did before. Everywhere there would be confusion, uncertainty ; 
one man would be gaining and another suffering by the change. The retailer 
would be caught between the rising wholesale prices and the protests of his custom- 
ers that they could pay no more, while the wage earners would find the prices of 
everything they had to buy rising long before the advance reached their incomes. 

Mr. Bryan's proposition would substitute for the present dollar, or measure of 
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values, a dollar of about half its value. The change could not be instantaneous, 
but it would be very rapid. Nothing like It was ever proposed outside of an insane 
asylum and nothing entirely like it has ever occurred. The depreciation of the 
money unit has occurred often enough, but generally unintentionally and always 
on a more gradual scale. The decline of the money unit and the rise of prices 
caused infinite distress during the Civil War, albeit there were those who were en- 
riched by it. Distress resulted by the depreciation of the Continental currency 
during the Revolution. The decline of silver money has caused great suffering to 
the poorer classes in Mexico, and this x)opular suffering from a falling currency was 
one of the reasons why Japan adopted the gold standard ; it was one of the reasons 
why India has done the same thing ; it was given as a reason for getting back to 
the gold standard in Peru, which has achieved it, and Chile, which has been strug- 
gling in that direction for several years, and other American republics. 

In Mediaeval times it was a common device of Kings to bestow upon their sub- 
jects the blessing of cheap itioney. Sometimes they made the coins smaller and 
sometimes they mixed the precious with base metal ; the purpose was always the 
same, to give the Kings more pieces of money to spend ; the effect was always tho 
same, to obstruct and often to paralyze trade, to inflict suffering on the people, 
especially the laboring population ; repeatedly the people protested against it, some- 
times they rose in rebellion against it, and occasionally they paid increased taxes 
for the sake of an assurance that money would not be cheapened. The testimony 
of contemporary writers regarding a very long list of these transactions, from the 
Roman Empire to modem times, I collected and published in "Sound Currency" 
for July 1, 1898. There is no exception to the record of popular protest and wide- 
spread commercial disaster f qllowing the reduction of the monetary unit. And yet 
these reductions were often unintentional and never so radical as Mr. Bryan, who 
brushes away two thousand years of human history as if it were a cobweb, pro- 
mises to inflict upon the United States. It is incomprehensible that in the most in- 
telligent country of the world and in the last year of the Nineteenth Century he 
should be supported for the Presidency. Fred. Perry Powers. 



BRYAN AND THE FREE COINAGE OF SILVER. 



Probably the most remarkable phenomenon in the sphere of Political Economy 
in our generation has been the persistence of the free silver campaign in this 
country, in spite of the fact that the Bland- Allison bill of 1878 and the Sherman 
bill of 1890 failed utterly of their purpose to maintain the market price of silver ; in 
spite of the fact that only the repeal of the Sherman bill arrested the violent panic 
of 1893 and the complete depletion of our supply of gold ; in spite of the fact that 
the 5 cent cotton and 50 cent wheat argument of the campaign of 1896 has been 
proved to have been false, as well as all the vague and vain oratory about the 
** quantitive theory of money " and the " money of ultimate redemption " ; in spite 
of the fact that since 1896 Costa Kica, Venezuela, Russia, San Salvador, Hayti, San 
Domingo, Peru, Japan and British India have fallen in line with the great coimtries 
of Europe in the adoption of the gold standard ; in spite of the fact that the produc- 
tion of gold has risen from 9,820,075 ounces in 1896 to 15,567,865 ounces in 1899, and 
that the production of silver has been steadily about 165,000,000 ounces per annum 
though the average price in London has been only 28J pence per ounce during these 
four years. 

In all other countries the discussion of the silver question has been largely aca- 
demic, and the iresistible logic of facts has been accepted. There is no apparent 
reason why the same logic of facts should not be accepted as conclusive in this coun- 
try, unless there should be behind the free silver propaganda here a pm*ely commer- 
cial influence which uses logic and facts only as they can be applied or perverted 
for selfish ends. *' While in 1866 the mines of the United States furnished less than 
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a fifth of the total production of silver, in 1876 they furnished nearly half. The 
producers of silver, seeing their markets close in proportion as they increased their 
production, exerted themselvee to create an agitation in favor of the white metal, 
and thereby to open the mints to it." How far they succeeded, and in how far they 
beguiled many honest men to work and speak in their interest, is apparent from the 
history of the last twenty-five years. It has been the most persistent and most 
audacious piece of propagandism of this generation. 

PRODUCTION OF SILVER IN FINE OUNCES. 

TOTAL. UNITED STATES. 

1866 $43,051,583 $7,734,375 

1876 67,753,125 80,009,000 

1886 93,297,290 89,440,000 

1896 168,178,550 58,835,000 

There is little information available as to the cost of producing an ounce of 
djne silver, but Mr. Siemens, Director of the Deutsche Bank, is authority for the 
statement that the average cost at 155 American mines is 23i pence per ounce, in 
Mexico 15i pence, and at the Broken Hill mine only 12^ pence. At any rate, the 
progressive increase of production shown by the above table proves that silver is 
not being produced at a loss with the market value under 30 pence, and it is appar- 
ent what a stake the mine owners are playing for to raise the price to 59 pence, 
Tvhich is about the coinage value at the ratio of 16 to 1. 

Now what is the danger of free silver at the present crisis ? 

From the hour when Mr. Bryan said, in a burst of arrogant assumption, ** You 
shall not bind this crown of thorns upon the brow of labor— you shall not crucify 
xaankind upon a cross of gold," he has dominated the Democratic party absolutely, 
If any one doubts the real purpose in Mr. Bryan's mind, let him recall the fact 
that while the Kansas City Convention was sitting, Mr. Bryan telephoned from 
his home in Lincoln, insisting on a specific declaration for the free coinage of sil- 
ver, at the ratio of 16 to 1. Let him recall that the Committee on resolutions, by a 
vote in which Hawaii and Oklahoma counted two to one against any one of the 
great States of the Union, adopted the silver plank : " We reaffirm and endorse 
the principles of the' National Democratic platform adopted at Chicago in 1896, and 
we reiterate the demand of that platform for an American financial system made by 
the American people for themselves, which shall restore and maintain a bimetallic 
price level, and as part of such system the immediate restoration of the free and 
xmlimited coinage of silver and gold at the present legal ratio of 16 to 1, without 
waiting for the aid or consent of any other nation." Let him recall that ** the senti- 
ment of 600 out of the 900 delegates was against it," and yet this great convention 
of a great party, in subservience to the impervious will of a candidate for nomina- 
tion, unanimously accepted this plank. Can any one doubt that a man, who could 
thus dictate to his party even before nomination, could dictate to them with even 
more autocratic authority if he should be clothed with all the power and patronage 
of President? John W. Fries. 

Salbm. N.c. 

A BETTBB PAPER CURRENCY. 



Nature of Paper Money. 
The invention of paper money was one of the greatest, if not the greatest of all 
human inventions. It furnishes a tool for business so much more convenient to 
use than coined money that when the community has its free choice between them 
it takes the paper almost exclusively. But to be as good as coin every piece of 
paper money must be convertible into coin instantly at the will of the holder. 
That is, it must contain somebody's promise to pay coin on demand, and that 
promise must be a sure one. That is the only possible test of its value. 
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It is the privilege of every citizen to execute promissory notes and as many of 
them as he pleases. And if his neighbors have enongh confidence in him to take 
them and pass them aronnd as money why shonld they not do it ? For this reason 
and no other. Anything which circulates as money goes from hand to hand qnicMy 
and without time for investigation. If every man were allowed to issue notes and 
put them afloat a door would be opened to no end of frauds on the public. To pro- 
tect the people against such frauds the law exercises a minute supervision over the 
issue of paper money. It allows it to be done only by a corporation, all of whose 
stock has been paid up in cash. It limits the amount which the corporation can 
issue. It requires some kind of security for the payment of the notes to be placed 
In the hands of the government. It requires the notes to be printed in such way, 
that a competent judge can tell whether a note is genuine or not by its appearance. 
All these provisions are for the protection of the public ; to make sure that the 
people shall not be imposed upon by worthless or spurious notes. 

Bank Supervision and Mintage Identical in Object. 

It is apparent from this that the government's supervision of the issue of bank 
notes is identical in object and utility with its mintage of coin. If every man could 
take the trouble, every time he received a bank note, to ascertain for himself the 
genuineness of the note and the solvency of the bank we wotdd not need any govern- 
ment supervision. But that would be as inconvenient as to test the fineness of the 
metal and weigh it every time a payment was made in gold. 

This, therefore, is the function of the government with regard to all money— 
not to furnish it in the exercise of a kingly prerogative, but to supervise its issue 
for the convenience and safety of the people who use it. 

Advantages of Paper Money. 

Perfect paper money is a better tool than coin for business, for three reasons. 

(1) Its convenience in handling and transportation. 

(2) Its economy. It is part of wise business management, first, to have good 
tools, but to invest no more capital in them than is necessary. It takes human 
labor to get gold. To use it in daily business wears it out. It is therefore an ex- 
pensive form of money to be used for daily business ; that is, expensive in the large 
sense that it costs society a great expenditure in the persons and lives of those who 
dig it out of the ground. On the other hand, a bank bill costs substantially nothing. 

(3) Paper money hjis a flexibility of volume which gold has not. The quantity 
of gold in a given country changes slowly. Paper money can be issued quickly and 
retired quickly, and hence can be adapted in volume to the wants of the people at 
all times and places. 

These, then, are the requisites of a monetary system perfectly adapted to the 
wants of modem business ; a gold standard and enough gold coin to provide for the 
redemption on demand of all paper money in circulation, and as much more as the 
people care to have for use; silver and subsidiary coins for use in small transactions; 
and paper currency issued under such conditions that it shall always be redeemable in 
gold on demand with absolute certainty, and as free and untrammeled in its issue as 
it can possibly be made consistently with absolute certainty of redemption. The 
manner of issuing notes should be such that they can be issued quickly and retired 
as quickly. A bank note is to be regarded as an ephemeral, short-lived thing— a 
promise to pay which is to be paid just as soon as its usefulness for the purpose of 
circulation has ceased. This is a fundamental quality of x)erfect paper money, and 
one which is not found and cannot be provided in notes issued by the government. 

It is regarded as indispensable that a bank issuing notes shall deposit good 
security of some kind for their payment with the government. There are two ways 
of putting up such security. One is two let each bank put up its own and take care 
of its own notes independently of all the other banks. That is our present method. 
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Each bank is required to deposit with the Government of the United States bonds 
to the full amonnt of the notes issued by it. JThat furnishes an ample security ; 
nothing can be better than that in a system in which each bank puts up its own 
security and stands independently of all the others. 

Joint Security. 

The other way is for all the banks to join in a common security for all the notes 
of all of them. The advantage of this method is, that a very much smaller security 
will suffice. Where each bank puts up its own it is necessary for entire safety that 
the amount of the security shall equal the full amount of notes issued. Where all 
the banks join the amount can be very much less. It is never going to hapi)en that 
all the banks will fail. At the very worst only a small i)art of them will fail. If 
the security put up is sufficient to take care of the notes of those that fail, that is all 
that is necessary. But in proposing a system of this kind no one would stop at an 
exact sufficiency. He worQd take the amount thus ascertained and multiply it by 
some factor of safety, so as to have a margin that would meet all possible chances 
ten times over. 

Guaranty Fund of Gold Coin. 

Suppose, then, we do this : require every bank to deposit with the government 
in gold coin an amount equal to five per cent, or some other per cent of the notes 
issued by it. Let that constitute a guarantee fund for the protection of all the 
notes of all the banks. If any bank fails let its notes be paid immediately out of 
that fund and let the government then proceed to collect the amount out of the 
assets of the bank and reimburse the fund. For absoluteness of safety let the 
Comptroller of the Currency be authorized, in case the fund falls short, or threatens 
to fall short, to assess upon all the banks, pro rata, whatever sum may be necessary 
to make it good. We would then have in the hands of the government at all times, 
a fund in gold sufficient to redeem the notes of a failing bank instantly. The 
amount of that fund is a detail which I need not discuss. It should be sufficient 
for ample security, and accompanied by power in the government to make all 
further assessments necessary to keep it good. No man can imagine any more per- 
fect security than that. 

It would be a necessary t)art of such a system that careful provision should be 
made for the redemption of notes. Each bank should be required to redeem its 
notes in gold on demand, not only at its own counter, but at one or more other 
places — say, at Washington, New York, and Chicago. Thus, the holder of a note 
issued by a bank in Texas would not have to go there to demand its redemption, 
but could do that at any one of the other places. 

Advantage of the System. 

The advantage of such a system is the elasticity and freedom which it would 
give to our paper circulation. It would make the issue of notes as easy as possible 
consistently with safety. Any five men of reputable standing having the amount 
of money required could start a bank, and by putting up their gold coin deposit in 
the guarantee fund could issue notes. Their notes would be absolutely good be- 
cause the money would be on hand in the guarantee fund to pay them if the bank 
failed. It would give us the tools of business in the greatest abundance and of th« 
best quality. 

Some one, without stopping to think much about it, will say. " That would be 
a wild cat scheme. Men wotdd organize banks, put up the^ guarantee dei)osit, issue 
their notes and skip." Not so. There would be all the guarantees of safety pro- 
vided by the present law and more. The organizers of a bank would have to pay 
in the full amonnt of the stock of the bank in money before they cotdd begin busi- 
ness. They would imn^ediately become liable personally for as much more. The 
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bank wonld be subject to frequent and rigid government inspection ; its officers to 
the penalties of the criminal law. 

There would be a further guarantee of safety not found in the present system 
arising from the watchfulness of all the other banks. Under our present system 
the banks have no motive to keep watch on each other ; when they all join in a 
common guarantee fund they will all be interested in the good management and 
success of >every one of their number. They will see that good examiners are 
appointed and wiU watch their reports. They will practice the ,same kind of sur- 
veillance over each other which a wholesale dealer a.pplies to his customers. As 
soon as any signs of bad management appear in any bank its case will be looked 
into. There is nothing like interested watchfulness by competent watchers 

Benefit to the People. 

How will it benefit the people? That is the main question. In this way. 
Every bank will want to issue as many of its own notes as it can profitably use. It 
will lend them to its customers, and thus receive in exchange for its own promis- 
sory notes which do not bear interest, the notes of its borrowers bearing interest. 
In that difference lies part of the profit of its business. In order to keep the field 
clear for its own notes it will be to the interest of every bank to send home the 
notes of every other bank as fast as possible. This it can do by sending them in 
for redemption. For this it need not go to the counters of the banks, but may send 
the notes to any redemption agency designated in the law ; say, Washington, New 
York, or Chicago. When a Fort Wayne bank desires to make a remittance to its 
New York correspondeijt in order to keep up its balance there to meet the drafts 
which it sells to its customers, it will make the remittance in notes of other national 
banks, directing that they be presented for redemption and its account credited 
with the gold. The notes thus sent in will be charged up to the banks that issued 
them and sent home to the place where they came from. 

In this way evei-y bank will be constantly exerting itself to accomplish two 
things— to get its own notes out and the notes of the other banks in. The result of 
this contest will be that, upon the whole, the notes will stay in circulation to the 
extent that the business of the country demands them, and to the extent that it 
does not demand them they will go home and be redeemed. 

That wotdd be the perfection of paper money— capable of being supplied 
quickly and in large quantities when needed and retired promptly when needed no 
longer. 

Interest Rates. 

This, however, would be only the beginning of its utility. The greatest gain 
would be in the reduction of the rates of interest. The issue of notes would coat 
the bank practically nothing except interest on its guarantee deposit and such taxes 
as might be imposed on the notes issued. It could therefore afford to lend them at 
a low rate of interest. The competition among the banks for discounts would be 
sharp and the result of it wotdd be low rates. 

It is a favorite superstition among Mr. Bryan's various types of adherents that 
the rate of interest depends on the supply of money, and hence that the way to 
secure the lowest rate is to inflate the currency to the utmost, which is an egregious 
mistake. The first condition of low interest is sound money. The lender always 
considers closely in what sort of money he is going to receive payment. The way 
to make interest rates high is to have money of uncertain value. For the chance 
which the lender takes as to the value of the money in which he is to receive pay- 
ment he makes the borrower pay in interest. 

Subject to these conditions interest rates depend on supply and demand. When 
borrowers are beseeching lenders for loans, rates are high. When lenders are hunt- 
ing borrowers, they are low. In such a system as I have described every bank note 
would be literally and truly as good as gold. That wotdd fulfill the first condition 
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of low interest. The banks being able to issne notes at the least possible expense 
wonld have the greatest possible inducement to find borrowers for thorn. We wonld 
thus call into play in the highest possible efficiency the prindiple of competition 
Among the banks and they wonld lend their notes at the lowest profitable rates of 
Interest. 

Checks Against Inflation. 

A cantions man says that snch a system wonld be in danger of inflation by an tf 
over issue of notes. To which I answer that the checks are easy and sure. One of *^ 

them would be found in the rigid requirement in respect to redemption. This 
would be in gold, of course, and as I have said, should be at one or more places 
besides the bank itself. A failure to redeem would be cause for action by the 
Comptroller. A bank would not dare, as it valued its life, to let a note presented 
for redemption go to protest. In this particular it could take the less risk because 
it would know that all the other banks were interested in presenting its notes as 
fast as they could get hold of them. These circumstances would impose a i)ower- 
f ul check againt inflations. 

The law itself would contain limitations which might be more or less stringent. 
It might, for example, provide that a bank could issue notes to the amount of half 
its capital freely and without any tax, or with a very low one, for the privilege ; 
that upon a further issue of twenty-five per cent of its capital it should pay a sub- 
fltantial tax ; and for a further twenty-five per cent, bringing the whole issue to the u, 
full amount of its capital, a heavy tax ; thus putting an increasing burden on the 
issue of notes as the amount increased. In 'my opinion there is no danger of in- 
flation if the requirements in regard to redemption are sufficiently exacting. 

Profit to the Banks. 

It is easy to foresee that there will be those who will object to any such scheme 
AS this on the ground that it will afford too much profit to the banks. The cheapest 
demagoguery of recent years in this country is the railing of Democratic and Popu- 
listic stumpers against banks. It has been kept up so loudly and long and with so 
little opposition that it has engendered an unreasonable and senseless prejudice in 
men's minds on the subject which stands in the way of its intelligent and helpful 
-discussion. To the little politician a main point in all monetary legislation is to 
keep the banks from making too much. If he can sho\^ his constituents that he 
lias hit the banks a whack, put a little more tax on them, or curtailed their privi- ii 

leges in some partictdar, he regards himself as entitled to the plaudits of his fellow ^ 

oitizens. 

That is not the right point of view from which to consider the subject. The 
true question is. How can the banks be made to serve the people best? How can 
we make most profit out of them ? How can we obtain at their hands the best 
money, the most perfect tools of business? Those are questions of importance to 
tis. They are the things to be considered first. 

The Machinery of Exchanoe. 
In these days exchange plays almost as important a part in human life as produc- 
tion. American wheat and Java coffee are distributed all around the world. Ameri- 
oan cotton is worn in every clime under the sun. In thinking of this vast 
interchange of commodities our minds revert at first to the wonderful systems of 
transportation by which it is effected— to the ships and railroads which make it 
possible. We do not remember that the machinery by which all things exchanged \ 
Ave paid for is as indispensible and as intricate and wonderful as that by which they [ 
Are transported. It is also as capable of improvement ; and its improvement is 
scarcely secondary in importance to the improvement of means of transportation. 
In this vast business of paying for things the banks serve us very much as railroads 
4o in transporting things. Their vaults are warehouses for the storage of money. 
Their notes are representatives of value which stand for any and everything, as 
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occasion requires. Their checks and drafts are vehicles by which we transport val- 
ues to distant points. A western shipper sends a train load of cattle to New York, 
and receives i)ayTnent in a check at no expense except the postage on a letter ; and 
his home bank gives him credit for the face of it. Compare that with the bnrden 
which it wonld be to receive pay at New York in coin and transport the coin to 

Chicago 

We Want the Best. 

We are destined to become the greatest commercial nation of the earth. We 
want the best of everything that contributes to ease and economy of exchange. 
The adoption of the the standard gauge in railroads was a step of transcendent im- 
portance in the growth of our machinery of exchange— far more important than 
any one foresaw at the time. Our reaffirmation of the gold standard with provision 
for its sure maintenance in the act of March 4, last was a similar step in another de- 
X)artment of the same great machinery of exchange. We did not stop in railroad 
development with the standard gauge. We have seized and utilized every im- 
provement in railroading which the ingenuity of inventors has brought within our 
reach, and we are on the alert for more of them. We must not stop with the gold 
standard. We must follow that law with others which will give us the benefit o£ 
all improvements in the pay department of the machinery of exchange. We want 
the best — the best now known and the best that can be invented. In comparison 
with these great and weighty considerations what is it to us whether the banks make 
five i)er cent or ten per cent on their capital, so they do us the best possible service 
in their department? As a matter of fact, however, such a system as that which I 
have outlined has in itself the very best security against the making of extravagant 
profits by the banks. The business is made perfectly free. The issue of notes is 
made as easy as possible consistently with the prime consideration of the goodness 
of every note. Comx)etition is invited. By that competition a banker's profit will 
be limited, and out of it the people will get the best form of money and the 
lowest rates of interest. 

Our present monetary system is good— better than any we ever had before. 
The recent law secures the redemption of the greenbacks in gold as it was not 
secured before. They will remain in the hands of the people as long as the people 
choose to use them. As they are presented for redemption they will be retired. In 
my opinion very few of them will be presented. Om* national bank notes are prac- 
tically as good as the greenbacks. No better bank currency in point of security 
ever existed. 

But it is not enough to say that our monetary system is good so long as there 
is any way to make it better. One railroad system was good in 1870— the best the 
world had ever S3en. But it was better in 1880 ; better yet in 1890 and still better 
in 1900. We did not know in 1870 how much better it might be. We do not know 
now how much better our monetary system— the pay department of our vast 
machinery of exchange— might be made. 

The plan I have outlined involves only a slight modification of our present 
system— little more than the substitution of a joint guarantee fund in place of the 
separate security now put up by each bank. But I think its effect would be far 
reaching and beneficial. It would give us a flexible currency, quick circulation, 
active competition and reduced rates of interest. 

R. S. Tayloe. 

FOBT Waynb, Ind. 
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PROGRABI OF SOUND CVRRENCT COBIBIITTEE OF THE 

REFORBI C1.VB. 



1. Oppoiition to the principle of fiat wwney— whether exhibited by acquiescence 

In the retention in our currency system of the present legal-tender " greenbacks " 
and Treasury notes, or in a proposition to create additional legal-tender paper of any 
kind, or a proposal to use the power of legal tender to debase our present standard 
by the free coinage of silver. 

2. Retirement of the Greenbacks and Tre isiiry Notes. Experience has demon- 
strated that even apart from the danger that they may again lead to a debasenient 
of the standard — as in 1862-79 — they are a menace to the Treasury and to business. 
They should, therefore, be retired and cancelled as fast as they are presented for 
redemption. 

3. The hsue of Banh Notes Against General Commercial Assets. Coincident 
with the retirement of the greenbacks, ample facilities should be afforded for sup- 
plying to each community a safe and elastic paper currency based upon its local 
business assets. 

By means of guaranty funds contributed by issuing banks, by priority of lien, 
by individual liability of shareholders, and in other ways, the security of every note 
can be secured, and greater utility thus given to this medium of exchange. 

4. Opposition to the Requirement of Bond-Security for Bank Notes. This 
requirement, as shown in our national banking system to-day, results in a rigid and 
inelastic currency which utterly fails to meet the needs of business. It makes the 
issue of bank notes least profitable (and therefore least probable) wherever rates of 
interest are highest, and the demand for currency most urgent. It locks up capital. 
In rural communities, especially, it necessitates sending from home, in order to buy 
bonds, large amounts of money that would otherwise be loaned to local borrowers. 
By thus restricting the means with which to make local loans, it raises the rate of 
interest which local borrowers must pay. 

5. Free Ban kin g. Effectually to eliminate all monopoly privileges, the establish- 
ment of banks under the liberal system suggested must be left free, subject to such 
provision as shall limit the currency which they may issue to the natural needs of 
their general business. Competition of capital will then keep down profits of bank- 
ing to the general level of profits, and each community will by this competition 
secure the benefit of the lowest possible interest rates. 

6. Equalization of Currency Facilities of City and Country, Our present 
banking laws have, very properly, left our commercial interests free to develop, 
with little obstruction and small cost, a great system of bank currency suited to 
their convenience — namely, bank deposits. Meanwhile the rural communities, 
which make a larger use of bills as distinguished from a system of deposits and 
checks, have been seriously hampered, by taxation and restrictions, in the develop- 
ment of the form of currency suited to their business habits. It is only justice to 
give note-using communities facilities commensurate with the advantages already 
enjoyed by check-and-deposit-using communities to create and use the currency 
which they find most convenient. Similar considerations demand the repeal of the 
present circulation tax— falling as it does upon the medium of exchange used more 
largely by rural communities. 

7. Branch Banks. The present restrictions upon the establishment of branch 
banks should be repealed. In no other way can the distribution of loanable capital 
throughout the country be so much promoted. Greater equalization of interest 
rates would result. 



Digitized byCjOOQlC 



Monetary Commission Final Report. 

Cloth, 603 pp. $1.00— Express Charges Prepaid. 

The final report of the Monetary Commission which was appointed by the 
Indianapolis Monetary Convention of Boards of Trade, Chambers of Commerce and 
other business, organizations, has been published. It is a book which should be in 
every public library and in the hands of every student of the money question in this 
country. 

The work covers the whole field of money exhaustively. The first 78 pages are 
given up to a reprint of the preliminary report of the Commission and the biU 
embodying its proposals, together with a sketch of the movement. The scope of the 
final report is indicated in the following summary of the Table of Contents : 



PART I.-METALLIC MONEY. 

Pages. 

The Functions of Money 79-91 

TheStandard 92-112 

Laws of Token Money 113-130 

Legal Tender.... 181-137 

The United States Silver Experiment 138-146 

The Movement of Gold 146-158 

PART II.— BANKING. 

The Nature of & Bank 159-171 

Deposit Currency 178-1 79 

Expansion of Note Issues ...» 180-185 

Profit on Bank-Note Issues 186-196 

History of the National Banking System. 197-233 

Circulation Secured by Bonds 224-280 

Circulation Secured by Commercial 

Assets 231-286 

Guaranty Fund 287-246 

Insolvency of National Banks 247-259 

Working of Commission's Plan 260-276 

Instances of Bank Notes Based on Com- 
mercial Assets 277-503 

Elaaticity 309-3;i3 



PART n— BANKING (Continued). 

Redemption of Notes 324-840 

Uniformity of Note Issues 341-845 

Bank Reserves 346-851 

Inspection and Examination 852-360 

Taxation of Banks 361-868 

Loaning and Banking Facilities in the 

South and West 869-876 

Branch and Small Banks 876-386 

PART in.— DEMAND OBUGATIONS OF THE 
GOVERNMENT. 

Government verstis Bank Issues 389-397 

History of the United States Notes 89S-444 

Eff«ct of Paper Issues on the Cost of the 

CivilWar 445-461 

Effect of Paper Issues on Prices 462-469 

Effect of Paper Issues on Wages 470-478 

Retirement of the United States Notes. . . 480-490 

APPENDICES. 
Selected Lavrs of the United States Relat- 
ing to Coinage, Currency and Banking 491-548 

Statistics of Money and Banking 547-582 

Index 583-608 



The book is printed upon heavy paper, is substantially bound, and makes a 
very handsome volume. The price has been fixed as nearly as may be at the actual 
cost of printing and expressage, in order that large numbers may be sold. 
Forwarded, prepaid, upon receipt of $1.00. 

Please remit with each order proper amount in New York exchange, payable 
to Lawrence E. Sexton, Chairman, 52 William St., New York City. 



Miscellaneous Currency L(terature. 

We keep constantly on hand a very large stock of works of every description 
upon currency questions, which we are prepared to forward promptly upon receipt 
of price. A catalogue of these publications will be furnished on application. Cov- 
ering all phases of the money question, they naturally include a number of works 
whose views the Committee cannot endorse. Tiie prices given cover mail or 
express ciiar^es. All books are cloth bound except where otherwise noted. 

Please remit with each order proper amount in New York exchange, payable 
to Lawrence E. Sexton, Chairman, 52 William Street, New York City. 



(Ten per cent dlsconufon ml! orders of $10.00 or over.) 

Baceliot^ HTmlter.— Lombard Street. 1874. Reprint 1895. 859 pp 12mo $1.26 

Breckenrl<lse, R. in.— Canadian Banking System, 1817-1890. 1895. 475 pp. 8vo. Paper. 1.50 

Broueh) HTni.— Natural Law of Money. 1816. 168pp, 12mo 1.00 

Bronsb) ^^m.— Open Mints and Free Banking. 18S8 179pp. 12mo 1.25 

Carroll, Bdnrard, Jr.>-Th8 Principles and Practice of Finance. 1895. Sll pp. 6vo 1.75 

Clieap money Experiments in Past and Present Times. Century Jidag., 1^92. 122 pp. 12mo .75 

Clarke, F, W .—Weights, Measures and Money of all Nations. 18 )4. 1 17 pp. 12mo 1 .50 

Conant, Clias* A.— History of Modern Banks of Issue. 18S0. 5^5 pp. 8vo 3.00 

Corniv^ell, Wni. C.—Sound Money Monographs. 1897. 178 pp. 12mo 1.00 

Co'ivpertliiiralt, J. Honrard.— Money, Silver andFinance. Sded. 1892. 242 pp. 8vo. . 1.25 

Ba vres, Ckarles G«— The Banking System of the United States. 1894 83 pp. 12mo 1 .00 

B^el mar, Alexander.— History of Monetary Systems 1895. 444 pp. 8vo ^00 

BllworthyJas. A. B.— Free Banking: A Natural Right. 1897. 212 pp. 12mo 1.00 

Dunbar. Cbarlea F.— Laws of the United States Relating to Currency, Finance and 

Banking, 1789-1891. 1893. 809pp 8vo 2.60 

Dnnbar, Charles F.— The Theory and History of Banking. 1895- 199 pp. 12m<yrrr.^^.^^ TIS6 

uigitizea Dy VjOOQIC 



Sound Currency. 



A monthly publication devoted to setting forth accurate and timely informa- 
tion upon currency questions. It is intended to cultivate sound thinking among 
the people upon the absorbing issue of currency reform. Vol. I., published in 1891^ 
is now out of print. Vols. II., III., IV. and V. were issued as a semi-monthly pub- 
lication at $1.U0 per volume. 

The Subscription price per year is 50 cents ; in clubs of 10 or more. 35 
cents; and in clubs of 25 or more, 25 cents. 

Per Per P#»r 

The Numbers of Toluine VI. are i No. 100. 1,000. 

1. BRANCH BANKING AND DISCOUNT RATES. R. M. Breokenridge. 16 pp. $0.06 $2.00 $10,00 

8. BOND ISSUES AND THE GOLD RESERVE. W. M. Burke. 16 pp 06 2.00 10.00 

8. A MONETARY CHRONOLOGY. 16pp 05 2.00 10.00 

4. BANK NOTES AND BRANCH BANKS : A REVIEW OP THE OOMPTROL- 
LEK'S OBJECTIONS TO CURRENCl REFORM. B. M. Breokenridge. 

8pp i .06 1.00 5.00 

6. GRESHAM'S LAW AND BIMETALLISM. Henry Dunning BlaoLeod. 16 pp. .05 2.00 10.00 

6. THE SPANISH SILVER DOLLAR IN MASSACHUSETTS : AN EXAMPLE 

OF GRG[SHAM*S LAW. Charles H. Swan, Jr. 8pp 06 1.00 5.00 

7. MONETARY REFORM IN RUSSIA. H. Parker Willis. 82pp 05 8.00 15.00 

8. THE AUSTRIAN MONETARY REFORM. H. Parker Willis. 16 pp 05 2.00 10.00 

9. THE PRINCIPLES OF A BANKING CURRENCY. Charles A. Conant. 16 pp. .05 2.00 10.00 

10. DEPOSIT CURRENCY. L.CarroURoot 16pp 05 2.00 10.00 

U. THE FARMER'S INTEREST IN THE BANKING QUESTION. ' L. Carroll 

Root. 8pp 05 1.00 500 

12. BANKING AND CURRENCY. LymanJ.Gage. 8pp 05 1.00 5.00 

The Numbers of Volume VII. are s 

1. THE BEGINNINGS OF BANKING. Charles A. Conant. 16 pp 05 2.00 lO.Oa 

2. THE GOLD STANDARD IN JAPAN. S. Uchida. 16 pp 05 2.00 10.00 

8. BANK NOTE CURRENCY. James T. McCleary. 8 pp . 05 1.00 5.00 

4. THE NEW CURRENCY ACT, March 14, 1900. 16pp 05 2.00 10.00 

6. STATE BANKING IN M AINE. E. Birney Steckpole. 83 pp 05 3.00 15.00 

6. OURMONEY AS ITI3. (2nded.) J.H.Cuntz. 16pp 05 2.00 10.00 

7. RECENT MONETARY LEGISLATION. 16pp 05 ?.00 lO.OO 

8. THE WORLD'S CURRFNCIE3. 82pp 05 3.00 15.00 

9. THE *' CRIME OF 1873." James T. McCleary. 16pp 05 200 10.00 

10. CURRENT DISCUSSIONS OF MONETARY QUESTIONS. 16 pp 05 2 00 10.00 



"Sound Currency Red Book 1896." 

SOUND CURRENCY, ISOei. A compendium of Accurate and Timely Informatiaa 
on Currency Questions, intended for Writers, Speakers and Students. Kew 
York: Reform Club Sound Currency Committee, 1896. Pp. xxxn.+62C 
8vo. Paper, $1.00 ; Qoth, $1.50 ; Half-Morocco, with gilt top, $2.00. (See 
Special Offer below.) 

This volume is a compilation of the issues of Sound Currency prior to Aug. 1, 
1896, most useful for reference. It contains 31 distinct chapters, each written by an 
expert in the subject with which it deals, and will be found a thoroughly compre- 
hensive and accurate handbook. It is carefully indexed and has a full analytical 
Table of Contents. 

" Thifl book is a veritable arsenal of unanswerable facts. It will be of great value to all those 
who Intend to write or speak on the money question. Its text, where not taken from statutes and 
r iBsiHl documents, is by men who have established reputations for a peculiar k*»<>wledge of the sab- 
jects upon ^hioh they have written."— 2V. Y. Times, 



SPECIAL OFFER. 



To get copies of this work into the handr of interested persons at once, it has 
been decided to offer the remaining copies of this work, until the supply is 
exhausted, at one-half the regular prices. 



Remit by New York draft or Post Office or Express money order paya- 
ble to the order of Lawrence E. Sexton, Chairman. Postage stamps will 
be received for amounts less than $1.00. 



ROUND CURRENCY COMMITTEE, 52 William Street, New York City. 

Digitized by LjOOQIC 



( 



SoijndQjrrency. 

PuBUSHBD Monthly bt the Sound Currenct Committee of the Reform Club. 

Entbbbd as Second-Class Matter at the New York, N. Y., Post-Opficb. 

Publication Office, No. 52 William St., New York City. 



Vol. VII., Nos. ll-:2. NEW YORK, NOV.-DEC, 1900. JifN^cXsfscS^I^ 

Each number contains a special clisoit«>sioii of some Sound Currency question.. 



" VTe have a system of bank note curreticy whose volume is but faintly related 
to the needs of the community ^ which a properly constructed bank currency most 
economically serves. It is, on the contrary, as you all know, controlled as to vol- 
ume by the price of interest bearing United States bonds in Wall street. * * * 

*' We have two systems of bank-note issues : the one known as currency against 
assets, and the other as curr. ncy secured by the deposit of bonds. * * * If the 
banker issues his notes, without this pledge of security, he has not thereby made 
an investment of capital. He has put afloat for a time an instrument of credit, 
which if properly recognized, is as efficient to perform all the functions of money 
in exchange of goods, and in payment of debts and wages, as in money itself. 
Like the credit upon tL ? banker^s books, availed of by checks and draffs, the bank- 
note is an economizer in the use of capital. Indeed the banknote is in essence the 
check or draft of the banker upon himself, payable on demand to the holder 
thereof, 

" For thirty-six years our business community has been denied the use of the 
credit currency described. What has been the economic loss to the community f 
It is impossible to m asure the loss in dollars. It can be truly said, however, that 
the borrowing doss has paid a larger rate of interest as a consequence of our 
system, and will continue to do so while the system lai^ts.^^ 
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THE BANKER IN HIS PUBOC RELATIONS.* 

By Hon. Lyman J. G^ge. 

For more than thirty years the matters which concern the government finances 
have been the subject of discussion in business and financial circles as they have 
been the prolific soui'ce of debate in the halls of Congi'ess and on the political ros- 
trum. What can be said that will be new, interesting and instructive ? That any- 
thing at all is required to be said is, however, a sure enough token that some of 
these questions cannot yet be considered as settled and definitely determined. 

Forty years ago we had no such questions, or relatively none. There were, to be 
sure, the ever present theme of taxation ; the true sources of public revenues ; and 
much discussion as to the proper objects of public expenditure ; but the great inti- 
macy now apparent between the affairs of the Treasury and the general operations 
of business did not then exist. 

The Civil War changed all this. Under the financial exigencies of that awful 
strain, we learned to take up people's goods by giving them an indefinite promise to 
pay, endowing that promise with the power to discharge the obligations of private 
contract. We struck down by drastic legislation the faulty system of bank cur. 
rency, and established another, the immediate purpose of which was to facilitate 
the negotiation of the rapidly-growing public debt. 

Taxation covering every possible object which could be reached was inaugurated 

These influences, operating separately and conjointly, brought in enormous 
sums of money, which our Independent Treasury kept' securely locked away in 
varying millions from the current uses of trade and industry. 

And thus our later problems were bom. Having discovered, or believing that 
we had discovered, the *' greenback" (though adopted with fear and hesitation by 
all thoughtful statesmen) to be a powerful help in time of war, we were easily led 
to believe in it as a blessed agency in time of peace. The gi-eenback became asso- 
ciated in the sentiment of our people with things sacred. It was " battle scarred — 
blood stained," and every effort to throw upon it the light of economic ti*uth was 
and still is, in many quarters, resented as a sacrilegious deed. 

Yes, the war burdened us with many problems, and among them all the finan- 
cial problem was not the least. But, as if those left to us were not enough, we have 
through political compromise, unavoidable no doubt, been made to assume others. 
You are familiar with the long history of legislation concerning silver coinage and 
the money standard between 1878 to 1893. I need not recite it. We know it intro- 
duced new complications into the problem already sufficiently serious. What is 
the present situation ? We have in circulation among the people, and as a reserve 
fund in the banks, 346 millions of government notes. They constitute an enormous 
public debt payable on demand. We have, or will soon have, substantially 600 mil- 
lions of silver, or paper representatives of silver, whose parity with gold value the 
Government is under obligation to maintain. The ultimate measure of this obliga- 
tion is the difference between the commercial value of the money metal and the face 
value at which it circulates. This difference is not far from 300 millions of dollars. 

We have a system of bank note currency whose volume is but faintly related to 
the needs of the community, which a properly constructed bank cuiTency most 
economically serves. It is, on the contrary, as you all know, controlled as to vol- 
ume by the price of interest-bearing United States bonds in Wall street. 

Our independent Treasury, to which I have already refeiTed, absorbs the circu- 
lating medium when active business most requires its use, only to disburse it again 
when falling revenues— the effect of industrial dullness— bring about an excess in 
expenditure. Industrial activity increases the public revenues, but it is checked, if 
not throttled, by its enlarged contributions to the idle fund in the public treasury. 

• Extracts from an address before Group VIII. of the New York State Bankers' Association, New 
York, Dec. 19, IflOO. 
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It is these influences, thus hastily sketched, which have brought our industrial 
and commercial life into a too dangerous dependency upon our public finances. 
This marriage between these two whom God did not join together ought to be put 
asunder. But not by any hasty South Dakota divorce method is the separation to 
be accomplished. The children of this wedlock must not be dishonored. Time, at- 
tention and great care must be exercised. 
I I Sometime since I had the pleasure of a long talk with the financial minister of a 

South American republic, one of the most securely established in its political life 
and most advanced in the elements of material growth and industrial prosperity. 
Desiring to know his government's methods and their points of view in certain 
economic particulars, I asked him a series of questions, to which he made the most 
gracious and frank replies. I confess that I was surprised and not a little humiliated, 
as a citizen of this greater republic, at the clear perception of economic relation 
ships and the evident willingness he displayed to forego tempting advantages in the 
present, out of obedience to the requirements of higher considerations. I do not 
believe I can do better than to repeat the substance of that conversation, li throws 
some clear side lights on our system of finance. 

" You have," I asked him, " some sort of banking system in your country? " 

' ' Oh, yes. We have a system operating under federal authority, governed by 
federal law, and subject to inspection and control by federal agents. We have 
^ eight large banks, each with several branches, so that all sections of our country are 
* ^ supplied with banking facilities." 

'*Why do you allow banks with branches? Why not make them entirely 
independent of each other, the same as we do ? " 

" Well, we believe that a fagot of many twigs is safer and stronger than the 
separated twigs could be. It has worked well. We have had no bank failure for 
many years." 

" Do they issue notes to circulate as money?" 

" Yes, limited in amount by their relation to capital, and by the percentage of 
specie which they are required to carry against note issues." 

" Why do you not make the banks secure their notes, as do we, by the pledge 

of government bonds? By requiring them to do this, you would enlarge the 

market for your securities, and thus lower the rate of interest on your government 

debt. At the same time you would make the bank note absolutely secure to the 

^ * holder." 

** Yes," he replied, " but this apparent advantage might prove to be fallacious in 
the end. In the first' place, we consider the bank currency entirely safe to the 
holder as it now is. In the next place, to require what you suggest would involve a 
tie up of so much of the bank capital, all of which we think ought to be available 
to the uses of industry and trade. 

"Again," he added, ** we think the government's finances should be involved, 
to the smallest degree possible, with general industries and business affairs. If we 
should become engaged in a protracted and exhausting war, the price of our bonds 
might fall. The value of the securities upon which the safety of the bank note was 
supposed to rest thus declining, distrust and panic might set in at the most inop- 
I)ortune time— an inopportune time, because it is precisely in time of war that the 
government must make the severest financial exactions from its people. It is there- 
fore doubly important that general business should be protected from, rather than 
exposed to, the perturbations in government finances when the letter are under stress 

!\ and strain. It is just then that we need the gi-eatest strength and the most steadi- 
ness in.the personal affairs of our people, for it is from them we must draw resources 
and supplies." 

*' One more question," I urged ; " you have, I know, revenues somewhat in ex- 
cess of expenditures, and necessarily carry a working balance on hand. Where do 
you keep this cash, in your own strong boxes, as we do?" 

"No," he answered ; " we are a small country, not rich like you. 
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np this money, amounting sometimes to twenty, sometimes to thirty millions of 
dollars, it would be an economic crime. We dejKDsit our idle funds among the eight 
great banks, and they serve as an imjKDrtant aid to industrial activities, while they 
are always subject to our call when needed." 

I hope you have listened to my report of this talk with the interest which was 
excited in my own mind in the hearing of it. I have thought about it often and 
have realized the truth of that proverb, which ought to be found in sacred writings 
somewhere : *' A teachable spirit is essential to the gaining of wisdom." His talk 
stimulated me to inquire as to the economic of our own independent treasury system. 

Sixty odd years ago President Jackson made a reckless distribution of public 
moneys among a lot of reckless, "wildcat" banks. Consequence A: the govern- 
ment lost two and one-half millions ; consequence B : the people were taught to 
hate banks, and refused to trust them, one and all, with a dollar of the public 
money. Strange inconsistency, for if the great coi-porations of the land were to 
follow this high' example and lock up in strong boxes their gathered receipts, 
instead of depositing their idle funds, as they do now, where they serve useful pur- 
poses in aid of industry and commerce, a storm of unexampled indignation would 
sweep over the land. 

Has the government's course been a wise one? Taking the last thirty years, 
what sum on the average, in excess of an ample working balance, has the Treasury 
kept under lock and key and awg,y from all current uses in the fields of industry 
and exchange ? The amount is found to average fifty millions of dollars. 

If these surplus millions had been deposited with national banks in the clear- 
ing-house cities, in the proportion the relative capital of each bank bears to the 
whole capital ; and if, secondly, the only security to the government had been, 
in case of bank failures, a prior lien on such banks' assets, what loss would the 
Treasury have suffered ? Answer ; Not a cent. 

Next, if under these conditions the banks had paid interest to the government 
at the rate of 2 per centum upon the funds so deposited, how much would the Treas- 
ury have been benefited? Answer : Thirty-two millions of dollars. 

Lastly, with this f imd as an aid to their general operations in the field of trade 
and commerce, to what extent, on the average, would the banks have been able to 
increase credit accommodations to the people ? Answer : Two hundred millions 
of dollars. 

Have we not been guilty of an enormous economic waste by reason of our 
peculiar Treasury system ? 

There is another direction to which I invite your consideration. It leads to 
our system of currency. Indulge me if I enlarge upon it. 

You know how bank credits, available through checks and drafts, supply com- 
mercial necessities, yet it is nevertheless true that in the wide field where currency 
or paper money is essential^ the bank credit is powerless. That is to say, the con- 
ditions of law under which the bank may extend credit to its dealer by issuing to 
him its own notes payable on demand, are entirely different from the conditions 
xmder which it may give him credit upon its books, to be availed of by checks and 
drafts. Yet there is no difference in principle between the two. In the one case 
the banker says in effect : *• Draw your checks on me as understood. I will redeem 
and pay them." In the other he would say : " Here are my own notes of denomina- 
tions to suit your convenience. Use them where you will. When they are pre- 
sented for payment they shall be paid." In the case of the credit ijaade upon his 
books, the banker is not required by law to put up security for the payment of his 
dealer's checks. To require this of him would be to destroy the credit operations of 
the banking community. Every loan would be a loan of capital, not of credit, since 
it is plain that an investment of capital would in advance be made in the securities 
pledged. That, however, is precisely what, under present conditions, the banker 
must do before obligating himself in credit form by the isshe of his notes. He 
has, indeed, a nominal liberty to issue his notes without the pledge of secm-ity for 
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their redemption, but if he exercise that privilege he must pay a penalty tax of ten 
I)er cent per annum on his notes so issued. This is, of course, prohibitory. I need 
not stop to explain that the security now required as a condition precedent to bank- 
note issues is the deposit of United States bonds with the government. 

Let us see how this works in practice. Suppose three men of equally good and 
satisfactory standing, one behind the other, at the banker's desk, each an applicant 
for a loan of ten thousand dollars. The banker is in a fair condition as to his 
reserves, and may safely extend his credit to the extent of, say, $30,000. The first 
applicant explains that he desires a credit upon the banker's books, against which 
he may check as occasion shall require in the ordinary course of his business affairs. 
The second desires the banker's certificate of deposit, which he may take with him 
to a distant i)oint, to pay for cei*tain proi)erty for which he is negotiating. To both 
these men the banker gives a cheerful yes, for he knows by experience and the law 
of averages that in the case of the first applicant some portion of the borrowed 
fund will remain undrawn, or, if wholly drawn on some occasion, it will be covered 
in again to the borrower's credit, in part or in whole, while the obligation he takes 
from the 'borrower is running to maturity. The situation in the second is not 
essentially different. The certificate of deposit will remain for some days in the hands 
of the borrower. When it passes from him to another, the second party may him- 
self retain it for a period, and when it takes a backward journey toward the banker, 
other days will be consumed in its transition. In the meantime, the borrower, hav- 
ing his note in the banker's hands, begins to save his funds to pay it when due, and 
these funds he, of course, deposits with his banker to his own credit on account. 
He thus, to an extent, himself furnishes the banker the wherewithal to pay the 
certificate of deposit when it finally comeS in for payment. Things do not always 
work so favorably to the banker as in the manner just sketched,. but the statement 
illustrates in a fair way how, in general, these matters are conducted. 

The third man now steps forward with his application for a loan of ten 
thousand dollars. In answer to the banker's inquiries he states that he must at 
once have the money in cash form — gold, silver, or paper currency. He wants to 
pay loggers in a logging camp, or cotton pickers in the South, or harvest hands in 
the West, or fishermen on the Atlantic coast, or operatives in mill, foundry or 
mine. Now, if the banker could issue to this proposed borrower his own notes in 
small denominations, he would be as able to accommodate this man as he was to 
accommodate the other two ; but this it is not possible for him to do. To serve this 
man he must at once take from his cash reserves the sum necessary. So doing 
would weaken him in relation to the undertaking he has just entered into with the 
other two. He is, therefore, obliged to decline the third application. It is thus 
perceived that a discrimination of necessity exists in favor of those who in the 
larger affairs of business can make use of checks, and against those who in a 
smaller, but no less useful way, are engaged in affairs which cannot be handled by 
such instruments, requiring as they do something that has the form and ready 
negotiability of money. We have thus come to a point of vital distinction between 
the two systems of bank-note issues : the one known as currency against assets, 
and the other as currency secured by the deposit of bonds. The first named 
furnishes an instrument of credit (costing nothing) as effective in the exchange of 
property as real money'; the second is an instrument of capital, or what to the lender 
er of credit is as costly and expensive as capital. If the banker acquires gold, silver, 
or any form of government money, he is obliged to give a full equivalent value in 
exchange for it, or if he secures his own notes, prior to issuing them, he has tied up 
in that investment an equal sum of loanable capital. If, on the other hand, he issues 
his notes, without this pledge of security, he has not thereby made an investment of 
capital. He has put afloat for a time an instrument of credit, which if properly 
recognized, is as efficient to perform all the functions of money in exchange of goods, 
and in payment of debts and wages, as is money itself. Like the credit upon the 
banker's books, availed of by checks and drafts, the bank note is an economizer 
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in the use of capital. Indeed, the bank note is in essence the check or draft of the 
banker njKDn himself, payable on demand to the holder thereof. 

For thirty-six years our business community has been denied the use of the 
credit currency described. What has been the economic loss to the community? 
It is impossible to measure the loss in dollars. It can be truly said, however, that 
the borrowing class has paid a larger rate of interest as a consequence of our sys- 
tem, and will continue to do so while the system lasts. 

But has not our system, which requires the deposit of United States bonds as \\ 
security for circulation, been helpful to the public credit and resulted in a lower 
rate of interest cost to the government on its debt obligations ? The answer to this 
question must be in the affirmative. 

Has not also the issue of pai)er money by the government, bearing no interest 
at all, yet absorbing very fully the field of circulation, been a great economic 
saving to all th^ people ? The answer to this question would have to be also in the 
probable affirmative, and yet, when we consider the actual money carried by the 
Treasury to guard the government notes, the periods of stress and sacrifice occa- 
sionally made necessary to protect them, the amount of saving must be greatly 
reduced. And if, further, we take note of the severe i)erturbations in business affairs, 
resulting from doubts as to what the Treasury would or could do, as exigencies in 
government finances have appeared, the margin of saving will perhaps wholly dis- 
appear. But if it were demonstrated that a public saving had been secured in 
either or both of the ways just considered, it should then be remembered that this V 
saving has been secured at a cost, not to all the people, but at a cost to the borrowers 
alone, or through the borrowers, at a cost to those using borrowed credit in the 
prosecution of commerce and industry. This must be true, if it be, as I have tried 
to show, that the average rate of interest has, by reason of our system, been con- 
stantly higher to the bon'ower. Now, it has never b.een considered consistent with 
correct principles of taxation to tax people in proportion to their debts, but rather 
in proportion to their property. If, then, the economies to the national Treasury 
have been gained at the expense of the borrowers who prosecute trade and industry, 
that course has been inconsistent with recognized principles of equity, and no 
doubt injurious to productivity and the exchange of commodities. There is no 
reason why the government when it buys goods should not pay for them like 
others, or if forbearance in payment is desired, it should pay for that forbearance 
as all private corporations and individuals are compelled to do under such circum- 
stances. In that case the cost of forbearance, namely, interest, would be derived ^ 
from the sources o^ general revenue and would not be imposed by an indirect 
process upon the private borrower. 

Admitting for argument's sake that th6 bank note issued against general assets 
is a better economic instrument than the one we have, ought not the privilege of 
such issues, if accorded, be so limited and hedged about by some kind of guaranty, 
which would render them safe in the hands of the people? Certainly so, and there 
is no reason to doubt that these limitations could be imposed, yet leaving sufficient 
liberty and these guaranties secured. There are many models, both in this country 
and in other countries, which time and experience have demonstrated to be both 
effective and safe. . 

Is not this discussion a purely academic one ? In other words, is any change in 
our currency system at all probable, or even possible, no matter how much to be 
desired? To this question it must be said that no immediate change is at all prob- 
able, but looking forward to a period in the not distant future, some change in our { 
system seems to be inevitable. In the first place, in the absence of extraordinary f 
expenditures for war, the present outstanding public debt ought to be largely ' 
reduced, or wholly paid. As this eventuates, the now required form of security for 
bank-note issues will be lacking, and modifications in present law will be necessary. 
Again, if I may express a direct opinion, it will come to be perceived, as time passes, 
that the government is not and cannot be well prepared to deal with a large mass 
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of floating debt payable on demand. The obligation to maintain parity between our 
nearly six hundred millions of silver money and gold adds to the complication, and 
the lawmakers representing the people will be glad to diminish the present great 
responsibility. It will be further seen, as time goes on, that a true paper money 
unites in Itself two qualities ; it is a medium of exchange, and at the same time it 
is a convenient and useful instrument by which credit may be extended. Govern- 
ment paper money, like gold or silver, may be equally a good medium of exchange; 
but all alike they lack the quality of being instruments of credit. The banker who 
lends his notes, lends his credit. The banker who lends his greenbacks, gold or 
silver, lends his capital, or that which is as expensive for him to acquire as is capital. 

As to the system of a few larger banks, with a multiplicity of branches, which 
my friend from the South so thoroughly indorsed, and which the experience of 
France, Great Britain and Canada commends to your approval, can a similar system 
be Inaugurated with us? Probably not. While recognizing the value of it as to 
strength, we are too afraid of centralized power and authority. It antagonizes the 
spirit of our institutions. But it may be possible to secure to a degree its advantages 
while avoiding the apprehended danger. Our political system is representative. It 
begins in small units. The townships, associated by representation, constitute the 
county, the counties in like manner the States, and from the States that indissoluble 
federation, the general government. With no powers not specifically extended to 
it or clearly implied, .the federal authority nevertheless stands for the general 
defence and the general welfare. 

Somethii^g like this is vaguely defined in my thought as possible in our banking 
system. No consolidation of interests, no absolute sovereignty, no powerful head, 
with authority to create and control, but association with reference to a common 
defense against common dangers ; the individual bank an independent unit ; the 
district clearing house, a center of association, where the surplus strength of the 
strong could be made available to support with entire safety and with, proper 
reward, the exposed position of the momentai-ily weak. 

The district clearing houses, associated in a similar way, might be made to con- 
stitute the national clearing house, and thus, in lines almost parallel to our political 
institutions, we might secure in the field of banking what we enjoy in our national 
life, namely, individual freedom with an associated strength, which in the nation 
has been found equal to all emergencies. 

The operation of your own clearing house in times of jjeculiar stress and peril 
typefies what may be realized along the broader lines to which I refer. 

By the aid of the strong in support of the imperiled, you have saved from 
disaster those that were not unworthy, and aided in times of crises exposed inter- 
ests in the fields of trade and industry. Without specific warrant of law your 
action in these respects has been everywhere approved as judicious and wise. Is it 
not possible under the sanction of law to perfect and extend for the general good 
of the country a similar plan and one which has been so well demonstrated? The 
idea is not new. It has been presented and urged by one or more of your own 
financial men, and with great force by Hon. J. H. Walker, of Massachusetts. 

I omit reference to other features of national finances which furnish equally 
important subjects for your study and reflection. I do so that I may suggest to you 
the growing importance of our international trade and our international finances. 
If the course of trade with foreign nations which has marked the last three or four 
years is to continue, we are to assume not long hence a financial relationship here- 
tofore unknown. In the long past we have been under tribute of interest for the 
use of capital furnished from abroad. The promise is that we shall soon become 
recipients of interest on capital furnished by us for use abroad. To bring about 
this desirable end, new conditions are imposed, new questions arise, new knowledge 
is to be acquired. Our horizon expands, and you, the bankers, must be ready to 
meet the enlarging scope of your operations and to occupy wisely and well the 

broader field where your office sand powers are to be exercised. f^ r^r^n]r> 
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Prize Offer. 



In order to encourage original research and study of currency problems and to 
ensure the publication of whatever valuable data and argument may result there- 
from the Sound Currency Committee of the Eeform Club offers, subject to the 
following conditions : 

THREE CASH PRIZES: 

A First Prize of $100 ; A Second Prize of $50, and a Third Prize of $25, 
for three best ori^^inal and unpublished essays 

in either of the following fields of inquiry : 

(I.) Original investigations into the history of banknote systems in the United 
States, dealing particularly with the development of special features, such as (1) 
methods of security, (8) redemption provisions, (3) elasticity, (4) branch banking, 
(5) interest rates, etc. 

(II.) The influence upon rural communities of a bank note currency based 
upon general commercial assets, as distinguished from a system based upon the 
deposit of bonds. 

(III.) Problem of supplying credit facilities to agricultural classes; with 
special reference to branch banks and banks of issue. 



The articles may be of any length necessary to properly develop the subject 
chosen— not exceeding, however, the limit of 20,000 words. The most satisfactory 
length would be 10,000 to 12,000 words. All papers submitted in competition for 
this series of prizes must be sent to the Committee on or before July 1st, 19C1. The 
award will be made as soon thereafter as possible. Each paper must be signed 
only by a fictitious name or nom de ijlume, and must be accompanied by a sealed 
envelope containing the name and address of the author, but bearing on the outside 
only the fictitious name or novn deplume chosen. 

The prizes will be awarded by a competent committee of disinterested judges 
(to be selected by the Sound Cun-ency Committee), who shall have absolute power 
in the premises, and whose award shall be final. No first prize will be awarded if 
in the judgment of the committee of award, none of the papers submitted has suf- 
ficient meriu to justify such award or to waiTant its publication. The Sound 
Currency Committee also reserves the right to publish without further compensa- 
tion to the author any paper for which a prize is awarded. 



The Committee makes this offer believing that it can in no other way so cer- 
tainly, and so quickly bring to the surface and make available to the public some 
of the excellent results obtained by the many students of history and economics. 

It is believed that there is, in the libraries of the different states, much valu- 
able material concerning the early history of bank currency in this country, which 
l^as not been collated and prepared for presentation to the rapidly increasing ninn- 
ber of students of financial questions. Students in the colleges of the different 
States have easy access to manuscripts, newspapers, books, documents and reports 
which, taken as a whole, cannot be found in any one library or in any one State. 
It is to reap the collective advantages enjoyed by all of the economic students that 
this offer of prizes is made. 

Owing both to the limitations of space and to the convenience of access to the 
fullest sources of information it would probably be desirable in most instances that 
an article on the line of investigation suggested under (I.) should be confined 
mainly to an accotmt of a single local system, such as the d^v^l^ygi^^ij^^l^ja^l^ng 
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or bank currency in a particular State or group of States. In the treatment of this 
subject special care should be taken to develop as fully as possible those, features 
which are most interesting and suggestive in connection with a cuiTency system 
and its effect upon business, rather than those which have only historic interest. 
In dealing with the development of special features, however, such a paper would 
naturally have to draw more or less upon experience in different States and sections, 
in connection with various systems and under various conditions. 

A paper submitted on the second topic suggested above, should consider fully 
the present dependence of rural communities upon the note foi*m of currency for 
many purposes for which deposit and check system serve in the commercial centers, 
and should show just what is the influence upon these rural communities of re- 
striction or freedom in the matter of note issue. Such a paper would naturally be 
more theoretical than one on the former topic ; yet, in order to be conclusive, it 
would have to be so fully fortified by the citation of pertinent experience in this 
-country or elsewhere as to offer ample field for the utilization of the historical 
abilities of the writer. 

It is suggested that articles under (III.) should consider the present status and 
needs of the agricultural classes in regard to, (1st) ordinary commercial credits in 
comparatively small amounts and for short periods, in connection with which the 
subjects of branch banks and local banks of issue should be discussed ; and (2nd) 
mortgage loans, generally in larger amounts and for longer periods ; what has been 
4one in this country toward furnishing each kind of credit ; the history of our 
mortgage investment companies, etc. ; and what, if anything, can be learned from 
the experience of other countries in this regard. 

For the convenience of contestants, and to avoid the duplication of work 
already done, as well as to direct attention to some of the most important secondary 
jsources, a pariial bibliography is appended. 

For any further information, address 

SOUND CURRENCY COMMITTEE, 

52 William Street, New York City. 
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SPECIAL. PRICES: 
Paper, 50c.; Cloth, 75c ; Postage, 22c, additional. 

Remit by New York draft or Post Office or Express money order payable to ' 
the order of Lawrence E. Sexton, Chairman. Postage stamps will be received 
for amounts less than $1.00. 

SOUND CURRENCY COMMITTEE, 52 William Street, New YpRK City. 

uigitizea Dy VjOOQIC 



INDEX, 



197 



INDEX. 

[Titles of Pamphlets in Bold Face Type.] 



^ 



Act of March 14, 1900, 41-44. 
Act of Feb. 12, 1873, 153-168. 
Africa, English Colonies, currency 

system, 127. 
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r'eylon, currency system, 127. 

Chile, currency system, 148. 

China, currency system, 142. 

Circulation, profit on, 53. 
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The book is printed npon heavy paper, is- substantially bonnd, and makes a 
very handsome volume. The price has been fixed as nearly as may be at the actual 
cost of printing and expressage, in order that large numbers may be sold. 
Forwarded* prepaid, upon receipt of 91.00. 

Please remit with each order proper amount in New York exchange, payable 
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We keep constantly on hand a very large stock of works of every description 
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or price. A catalogqe of these publications will be furnished on application. Cov- 
ering all phases of the money question, they naturally include a number of works 
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express chari^s. All bfoks are cloth hound except where otherwise noted. 
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